DECEMBER 29, 1950 15 CENTS 


or 


ViZ24d No, +6 






FROM HERE? 


— Crisis in U.S. Policy 






£ orld Report Hae 


The Unitage States News (® 








World Report ®) 





Row Over Acheson 





Acheson 
Leaving 
White House 


iSd35 S67:e9 

uVD N NV¥HENG 

NOILVLS 3937709 
ALISUJAINA JN 

AHWHYGIT 39937709 S«NVWOM 














WUUUM OU 


Oo 


Silwer Anniversary 


Pontiac 


; Siew and Beall Sil lid Dollar for Dollar 


you thu tie « Pontiac 2 
C 


On behalf of Pontiac dealers every- 
where in America we cordially invite 
you to visit the Pontiac showroom 
nearest you and see a motor car 
masterpiece—the new Silver Anni- 
versary Pontiac. The 1951 Pontiac is 


PONTIAC MOTOR 


DIVISTON OF 


a striking new beauty—from its new 
Gull-Wing grille to the last graceful 
inch of its Sweepstream rear fender. 
Inside you will find brilliant new 
styling, new fabrics, rich new color 


harmonies. We feel sure you will 


GENERAL 


MOTORS 


agree that this is the greatest of a long 
line of wonderful Pontiacs and one 
of today’s really great values. This 
would be a perfect year for you 
to know the pleasure and pride of 


Pontiac ownership. 
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A lhe Crossroads of lhe Amerteas 


The glamorous Caribe Hilton . . . Gem of the Caribbean . . . 


HILTON OPERATED HOTELS 


In Chicago 


offers the utmost in luxurious comfort and modern convenience. Ideally THE STEVENS and 
THe Patmer House 


located in picturesque San Juan on a beautifully landscaped peninsula, In New York 


the completely air-conditioned Caribe Hilton has 300 guest | Tue Praza and Tue Rooskvett 
In Washington, D.C. 


rooms, each with private balcony overlooking the ocean, pool and beach. ‘daiiieaiamahin 


Consult your local travel agent, write direct, contact Caribe Hilton Reservation Office: : In Los Angeles 

‘The Plaza, 5th Ave. & 59th St., New York, Tel. MUrray Hill 8-2240 or any Hilton Hotel. Tue Town House 
In Dayton, Ohio 

Tue Dayton BILTMORE 


In El Paso and Lubbock, Texas 
Tue Hitton Hore. 





In Albuquerque, New Mexico 
Tue Hitton Hote 
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Year’s end. The year was running out 
in an atmosphere of nervous apprehen- 
sion . . . The news from all over the 
world was bleak as the winter weather 
Washington was filled with con- 
ferences on price freezes, wage re- 
straints, higher taxes and all the other 
things that Americans have learned come 
with emergencies More National 
Guard outfits were alerted ... A military 
censorship was on in Korea Plans 
were being made to move some Govern- 
ment offices out of Washington, to dis- 
perse the world’s No. 1 bomb target. 
Everywhere, events seemed related to 
war on earth, not peace. 


The President .. . If the mood of Pres- 
ident Truman reflected the mood of the 
country, everything was going fine so far 
as outward appearances were concerned 
Harry Truman faced his regular 
news conference with the grin of a con- 
fident man He laughed with the 
reporters and chided his critics good- 
naturedly In the midst of a busy 
week he took time to send a cheering holi- 
day greeting to U.S. troops in Korea. 

He also er time to go to the Capitol 
and attend a farewell dinner for those 
Democratic Seneca who will not be 
back next vear He told them, in 
effect, to cheer up: that if a man ran for 
office often enough he was sure to be 
beaten sooner or later The remark 
cast no light whatsoever on the question 
of whether Mr. Truman himself will run 
again in 1952 


. The General . . . One night last 
week the telephone operator in a Wash- 
ington hotel took a call from inside the 
building and responded with the auto- 
matic, “Order, please?” 

A voice said, “I’m expecting a long- 
distance call.” 

“Your name, please?” 

“Harry Truman.” 

The President, attending a social func- 
tion at the hotel, was awaiting a call from 
Gen. Dwight D. Eisenhower—and it came 


The March of the News 


® 





. . . Next day Mr. Truman made formal 
the appointment of General Eisenhower 
as supreme commander of allied West- 
ern forces in Europe The General 
was on a train en route to a Christmas 
holiday in Denver when the announce- 
ment was made . The President told 
him to go ahead and enjoy Christmas. 

For his return to soldiering, Eisen- 
hower had to leave his job as president of 
Columbia University . . . He also had to 
give up another job—grand marshal of the 
Tournament of Roses parade in Pasadena 
on New Year's Day. 


. The Diplomat. . . It was a cold 
night and the hour was late . . . Most of 
the people standing around the Wash- 
ington airport looked as though they'd 
rather be home in bed It was past 
3 a.m. when the big plane from Brussels 
settled onto a runway and out stepped 
Secretary of State Dean Acheson, home 
from a conference on the creation of a 
Western European army. 

Only the lateness of the hour prevented 
President Truman from greeting him in 
person .. . Two days earlier the President 
had said emphatically that he had no 
intention of firing his much-criticized 
Secretary of State But neither that 
announcement nor the trip to Brussels 
brought any end to the controversy on 
policy to be pursued in Asia. 

. The Dictator . . . Thursday, De- 
cember 21, was the 71st birthday of 
Josef Vissarionovich Djugushvili, known 
to the world as “Stalin”... He spent the 
day at the office. 


... and the errand boy. A month ago 
Gen. Wu Hsiu-chuan of the Chinese 
Communists arrived at United Nations 
headquarters in New York ... He came, 
he said, seeking peace—and spent his 
time doing everything he could to pre- 
vent it. .. Last week he went home and 
peace was still far away . He smiled 
and wished all Americans a happy New 
Year. 
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()% Increase in revenuie— 
()* Saving in locomotive expense 


feta Wabash Railroad’s new GM Diesel- 
powered “Blue Bird,’ put in_ service 
February 26, makes a complete round trip 
between St. Louis and Chicago every day. 
This Dome-car Streamliner replaced two 
trains making a single trip in each direction. 
Here are the accomplishments of the “Blue 
Bird” in its first six months of operation: 


Increased passenger revenue per 


; Hee er, 
EARN PIU ono. ENS 0 060 $5 8 WS OR 10% 
Reduced fuel Cost. . «ose scene aecwetn 1% 
Reduced locomotive repair cost per mile. . 47 % 
SEO ae Ie hs nage oe f IUID spt 1007 
ncreased utilization of equipment..... /0 
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——_4 Green Light 


Facts like these explain why General Motors 
locomotives save enough in a few years’ time 
not only to pay their cost, but also to pur- 
chase other new equipment needed by the 
railroads for better service in peace or war. 


Strong, solvent railroads in the hands of 
competitive industry are essential to America’s 
prosperity and growth. Sixteen years of main- 
line experience proves that dieselization with 
General Motors locomotives is the soundest 
investment railroads can make. 





for Economy in Railroad Operation 


ELECTRO-MOTIVE DIVISION 


GENERAL MOTORS + 


LA GRANGE, ILLINOIS 


Home of the Diesel Locomotive 


In Canapva: General Motors Diesel, Ltd. London, Ontario 
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This may help you to understand what one of the new arguments is all about: 

In the past, Europe had its wars and U.S. tried to stay out. This country 
dragged its heels on armament. It passed neutrality laws, wrote notes, tried to 
sit out the big fight. Finally U.S. jumped in and tipped the scales. 

Now, U.S. is the big shot, with its chin way out front, in line to take the 
first blow when it is struck. Western Europe this time is in a reverse role. It 
wants to be neutral. It is dragging its heels on armament. Its nations would 
just aS soon see U.S. and Russia fight it out, with them on the side lines. 

Lots of people don't understand how things have changed in 10 years. 





In the light of this change that's occurred in the world: 

Nations of Western Europe, deep down, are willing to deal with Russia. 
Dominant urge is to avoid becoming battleground again in a new war. 

U.S., needing friends, must pay a high price to get them. In.past periods 
Europe was willing to pay for U.S. friendship. Now U.S., up against Russia, is 
in a position where it must pay to try to have friends when fighting starts. 

To date, Europe has taken what U.S. offered, has signed many papers, made 
quite a few promises, but hasn't hurried to get ready to man the front lines 
when the guns start to go off. Europe isn't so sure that it wants to fight for 
the price U.S. has offered. For 16 billion dollars' aid, European nations have 
kept Communist parties in control at home. They may want a lot more than that 
to get set to take the shock of a blow from Russia's armies. 


This country is quite surprised to find itself in its present spot. 

Herbert Hoover, looking things over, wants U.S. to draw back, to become a 
Gibraltar at home until nations in Europe arm by themselves to stop Russia. 

Mr. Truman, on military advice, wants instead to speed U.S. arms and men to 
Europe, to pay almost any price asked by Europeans as condition for arming. 

That's the coming choice: pull back or push out. Military advisers say 
push out, do whatever is necessary to hold lines as far from U.S. as possible, 
keep Russia from access to Germany's Ruhr at almost any cost. Europe, working 
for Russia, could give Communism the wherewithal to take on U.S. directly. 

Some others say: Pull back, get strong and others then will line up with you 
for your strength, not for your dollars or for your good will. 











No matter how the argument comes out, you can count on this: 

Atom bombs, starting any big new war, will hit U.S. first, not Europe. 

U.S., not Europe, will bear the main burden from the Start. 

Europe, even if it wants, will not be allowed by Russia to get strong. At 
a sign of real military power in Europe, Russia almost surely would move. 

U.S., out front, has no choice but to get strong at any cost. 

Either that or there must be a deal with Russia. A deal Seems out. 





War in Korea will drag on, a limited war. 
War, largely, will be a holding action. Large-scale war, war designed to 
win over all of Korea, probably will not be tried again soon. 








(over) 
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Limited war, in Korea, will aim at denying part of that peninsula to the 
Communists. War's objective will be to hold South Korea for now. 

U.S., hoping to save Japan as an ally, cannot afford to let Communists take 
all of Korea. Russia, already on Japan's flank in the north, would get a posi- 
tion on her flank in the south with the country of Korea. Japan, not Korea, is 
the big prize Russia is angling for at this stage. 








Defeats suffered by U.S. in Korea, when revealed fully, will show this: 

U.S. Army needs drastic shake-up in its doctrines, methods, leadership, 
training. Army is the great weak link in U.S. defenses. U.S. Marines will get 
more attention for their ground-air training, their leadership and doctrines. 

U.S. Air Force needs basic change in concepts of air power's role. The 
whole approach to ground-air co-operation will have to be changed. Air failed 
to protect U.S. Army from rout by forces lacking planes or artillery. 

U.S. Navy will be recognized again as a first line of U.S. defense. 

Fancy ideas, sold to the country, that airplanes win wars cost heavily in 
Korea. Price of that lesson is high in casualties. Yet top U.S. military 
leaders, who muffed decisions so badly, are to be kept in their jobs. 








At home, rearmament speed-up will come with the new year. 

Arms orders, Slow to start, will begin to pour out. Orders, rising will 
lead to heavy diversion of materials from civilian to arms industry. 

Civilian industry, Squeezed, will look more to military business. 

The pinch, even so, is to be easy to take for most civilians. Few lack for 
automobiles, or places to live, or household equipment, or suits of clothes. 
Nobody is going to suffer very much for lack of food, fuel, shelter or for the 
cars needed for transportation. It's just that not everybody will be able to 
have everything that he may want in the quantity or quality desired. 








New-car output will decline gradually during the year. Cars gradually will 
include some substitute materials. Aluminum and copper are shortest. Few 
people, wanting a car and with cash to pay for it, will be unable to buy. 

Cotton goods, in some cases, are likely to be in tight supply. Military 
orders are to be big. Woolens will be very short and expensive. 

Canned goods face some cutback. Tin use, as a starter, is cut 20 per cent. 
Aluminum products face definite cutbacks. Aluminum roofing, window sash, other 
building materials will become scarce. Copper use is being limited. 

Paper towels, clesning tissue may become tight. 

TV_sets, probably, will be very scarce by late 1951. Military demand for 
electronic equipment is to be immense. Civilians won't get much for a time. 























Living-cost rise from now on will be slow, not rapid. 

Price control, starting, will expand. Prices, controlled, will tend to be 
quoted at stable levels. Quality decline often may take the place of a price 
rise. High-quality products will tend to find their way into black markets. 

Meat prices, heading for control, will still be high. 

Price control, to be effective, will require rationing. Rationing, in 
peace, is difficult to apply and to police. 























Worries in the period ahead are to be new-type worries. Too much income 
will be the problem, not too little. Too many jobs will be bothersome, not the 
fact of too few jobs. Tight supply of food, cotton, metals will be bothersome, 
not surplus. Too little production is the new problem, not too much. 

Inflation poses its problems, just as deflation does when it's dominant. 











Dean Acheson, coming back from Europe, failed to bring any very tangible 
promises of new military help for U.S. Dwight Eisenhower, going to Europe, is 
to have his troubles inducing Europe to try to become strong. 
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“DADDY, IT’S A MERRY CHRISTMAS ANYHOW?” 


Tr sure is, Bobby—thanks to my boss and Hardware 
Mutuals! The doctor bills and hospital bills I ran up 
since my accident would have kept us broke for a long time 
. . . but Hardware Mutuals paid ‘em and sent us a check 
every week, too!” , 

The benefits which you and your employes derive from 
Hardware Mutuals workmen’s compensation and group 
accident and health insurance are far out of proportion to the 
surprisingly low net cost. These two coverages—the former 
covering on-the-job injuries and the latter off-the-job acci- 
dents or illnesses — mean complete 'round-the-clock protec- 


tion that eliminates worry and builds morale and goodwill. 

Ask your Hardware Mutuals representative to suggest a 
program tailored to your needs. You'll become acquainted 
with Hardware Mutuals policy back of the policy that assures 
you fast, friendly, nationwide, day-and-night service and 
swift, sympathetic settlement of claims. And consider this— 
dividends returned to Hardware Mutuals policyholders now 
total more than $88,500,000! 

To get in touch with your nearest representative, simply 
pick up the phone, call Western Union's Operator 25, and ask 
for his name and address. Don’t delay—do it today! 


Insurance for your AUTOMOBILE...HOME... BUSINESS 


ardware Mutuals 


REG. U.S. PAT. OFF. 


Stevens Point, Wisconsin - Offices Coast to Coast 


HARDWARE MUTUAL CASUALTY COMPANY 


HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY 














Whispers 


Wilson’‘s No. 1 Job: Faster Orders . . . Russians Turn 
To Battleships . . . Communism Spreads in Philippines 


President Truman, at this point, is 
opposed to sending large new U.S. 
forces to Korea for mounting an of- 
fensive to reconquer the northern 
half of that country. 


xe 


Joseph Stalin, Russia’s_ dictator, 
avoided giving the word that would 
have sent Russia’s Siberian air force, 
with its 5,000 planes, and Russia’s 
Pacific navy with more than 100 sub- 
marines into an assault that could 
have destroyed much of the U.S. air, 
sea and land forces in and around 
Korea. Stalin, too, has forsaken the 
chance he has had to take Japan with 
airborne Russian divisions. 


x ks 


Mr. Truman agrees with U.S. mili- 
tary officials that first call on new 
weapons to be produced by U.S. 
industry will go to this country’s mili- 
tary forces, not to those of allies. 
New-model arms for French, British, 
German forces will be provided only 
on condition that U.S. terms for up- 
building of forces are met. 


x * * 


The British are not at all happy over 
the form in which U.S. is to extend 
military aid to them. British officials 
thought that they had an understand- 
ing with Lewis Douglas, retired U.S. 
Ambassador, that they would be 
given dollars to be spent by them on 
arms they wanted. Instead they are to 
get arms on condition that standards 
of military expansion are met. 


x * * 


Dean Acheson, Secretary of State, 
had planned a few months ago to 
leave office on Jan. 1, 1951. Mr. Ache- 
son, under Republican attack, now 
has no plans to retire and finds Mr. 
Truman insistent that he keep his job. 


xk * 


Senator Wayne Morse, of Oregon, re- 
fusing to join his party’s demand for 
the scalp of Dean Acheson, was some- 
what surprised to discover that tele- 
grams from Republicans at home 


8 


almost all applauded, rather than 
criticized, his stand. 


x * * 


George Marshall, Secretary of De- 
fense, passing his 70th birthday, still 
hopes to be allowed at some point in 
1951 to turn over his job to someone 
else. Big question is whether Mr. Tru- 
man will allow him to step down. The 
President has great confidence in him. 


x kk 


Senator Ernest MacFarland, of Ari- 
zona, feels that he is assured of the 
votes needed to give him the post of 
Majority Leader in the next Congress. 
The White House group, now busy 
trying to round up votes to put over 
Senator Joseph C. O’Mahoney, of 
Wyoming, started late, and will need 
much luck to win. 


ve OX 


Michael DiSalle, newly installed as 
price controller, is one public official 
who didn’t make a personal sacrifice 
to take his Government job. DiSalle, 
as mayor of Toledo, drew $4,500 a 
year. In his new job he gets $16,000 a 
year. That’s a raise of $11,500. 
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Charles E. Wilson, top mobilizer, js 
to direct his first attention at speed. 
ing the actual placement of military 
orders and the production of weapons, 
Military services have had trouble 
making up their minds on what they 
want and how to get in a hurry the 
things they do want. 


x * 


J. Howard McGrath, Attorney Gen- 
eral, stirred gossip that antitrust heat 
may be coming off big U.S. compan- 
ies when he asked the court to post- 
pone action against General Electric 
Co. for five years on the ground that 
companies need to concentrate on 
war work. This move came a few days 
before announcement that Charles 
Wilson had agreed to re-enter Gov- 
ernment service. Industry now is won- 
dering if other big suits will be post: 
poned. 


x * * 


Elpidio Quirino, President of the 
Philippine Republic, is finding that 
U.S. is inclined to raise the’ price of 
continued aid to his Government. 
American officials claim that the 
Philippine Government is dragging 
its heels on promised reforms and 
must either mend its ways or forsake 
U.S. help. Communist-led guerril- 
las are turning up now on islands 
of the Philippines formerly free of 
them. 


x * 


Premier Ali Razmara, new stron 
man of Iran, is clamping an alert on 
his country to get power to fight it 
ternal inflation, not as a consequence 
of warlike moves by Russia, aimed in 
his direction. 


xk 


Russia’s military planners, going in 
for big battleships, aren’t joining U. S$. 
Air Force generals in consigning the 
navy of the future to a declining role. 
The Russians, as a great land poweét, 
still are not underestimating s¢@ 
power in the struggle they see ahead 
with U.S. which they regard as af 
island. 
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Good advertising 
is news 


If you as a regular reader have an interest in a company that 
manufactures products sold to industry or merchandise suitable 
for the quality retail trade, you might well suggest to your adver- 
tising department that the very best place to advertise such pro- 


ducts is in the pages of this magazine. 


On every advertising page there is news of value to the buyer— 


good news when he is in need of a particular product or service. 


The news content of 
U.S. News & World Report is of practical 
value to every reader in making business and 
personal decisions—just as it is to you. 


That’s why the news that appears in the advertising pages of 
this magazine is read and acted upon by persons who com- 
prise an intelligent, important, and active market for a 


great variety of products. 


Delivered paid circulation is now in excess of 400,000 copies every week 


+ 


U.S. News & World Report 


WASHINGTON 


x USEFUL NEWS FOR IMPORTANT PEOPLE * 
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WHERE DO WE GO FROM HERE? 
—THE CRISIS IN AMERICAN POLICY 


Prepare to Fight Abroad or Turn to Isolation 


U.S. is up against the choice 
of pushing deeper into the out- 
side world or pulling back to 
gather strength at home. 

Pressures are on from both 
sides. Decision, being forced, 
will show what's ahead in Asia, 
Europe in dealings with Moscow. 

Chances are the Truman-Ache- 
son policy will go along about 
as is. Complete withdrawal from 
Europe or Asia is not in the cards. 

After defeat in Korea, faced with 
weakness in Europe, U. S. policy mak- 
ers are being pushed up against the 
question, “Where do we go from 
here?” 

There is agreement that the U.S. 
must rearm, must put more men under 
arms. Soviet Russia has set the pace. But 
there are differing views on what to do 
with these arms and these armed men, 
those available and those to come. 


-Harris & Ewing 


THE HOOVER DOCTRINE: 
Arm to the teeth 
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Take one road and it leads to some- 
thing approaching isolation. Take an- 
other road and it leads to a big U.S. ef- 
fort to regain Asia, paying less atten- 
tion to Europe. Take a third road and it 
leads to a withdrawal from Asia, a big 
build-up of U.S. power in Europe. 

Clear-cut decisions on which road to 
follow tend to be blocked by argument 
and differences of opinion. President 
Truman inclines to one policy. Former 
President Herbert Hoover advises an- 
other. Governor Thomas E. Dewey of 
New York proposes a third. There are 
many other variations in the U.S. and 
among U.S. allies abroad. Russia, hold- 
ing the initiative, is in a position to upset 
the calculations of any or all. 

In Asia, the choices are these: 

Pull back to a Japan-Okinawa-Philip- 
pines line or wage limited war against 
Communist China. Right now the signs 
point to a limited war, not total retreat. 

Rebuild Japan’s military potential or 
do not rebuild it. A start is being made 
on giving Japan at least a national police 
force. Rearming may come. 

Aid Chiang Kai-shek for an attempted 
comeback on the mainland or do not aid 


THE STENNIS DOCTRINE: _ 
Tell Europe: Take it or leave it 


him. Right now his Nationalists are get- 
ting help to hold Formosa, no more. 

Bargain with Communist China over 
Formosa or do not bargain. So far, the 
United States has refused to bargain 
over Formosa before getting peace in 
Korea. 

Strengthen U.S. forces in Korea for 
major war or do not put in that strength. 
Currently, the effort is to hold the new 
defense line. 

Assist Southeast Asian 
fight Communists or do not assist them 
Policy now approved is to give limite 
help to the Krench and those Southe:.st 
Asian countries fighting Communism 

There are advocates of all these son- 
flicting views of U.S. Asian policy 

In Europe, the choices are as diverse: 

Send more U.S. troops to the Euro- 
pean mainland or do not them. 
Present plan is to send more American 


countries to 


send 


troops to Germany. 

Send arms in quantity to Britain, 
France and other allies or do not send 
them. Arms now are to go, but only on 
conditions set by the U.S. 

Stress rearmament of Germany 
not stress it. Idea now is to accept the 


or do 


THE KENNEDY DOCTRINE: 
Leave the world alone 
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principle of using German soldiers, but 
not to stress German rearmament. 

Keep only bases in Britain or Ireland, 
Spain, North Africa and Turkey or try 
to set up a defense line inside the main- 
land of Europe on the Elbe or the Rhine 
River. Idea now is that a mainland de- 
fense line will be established. 

Make European governments spend 
more on arms or quit helping them. Cur- 
rent policy is to urge governments to 
arm more, but with careful attention to 
political and economic position of each. 

President Truman, making the deci- 
sions, is up against pressures from Con- 
gress and from the country. Issues criss- 
cross, cutting through party lines. 

For a U.S. policy, the main ideas 
advanced are these: 

The Acheson doctrine, currently 
U.S. policy, is to try to “contain” Russia 
with aid to countries willing to resist, but 
with care not to help governments or 
causes considered rejected or unpopular. 
Secretary Acheson wants to accept no 
new advance of the Communists at 
points where resistance is feasible. In his 
view, if all-out war comes, it will be kept 
as far away from the U.S. as possible. 

The Hoover doctrine, just stated pub- 
licly, is to arm to the teeth at home with 
all the emphasis on sea and air power. 
Mainland Europe is not to get another 
American soldier, gun or dollar until 
Europe grows strong on its own. U.S. 
is to withdraw from the mainland of 
Asia. U.S. defense is to be based on 
control of the Atlantic Ocean, with Brit- 
ain’s help, and on control of the Pacific, 
with eastern defenses anchored on Japan, 
Formosa and the Philippines. 

“We Americans alone,” said Mr. 
Hoover, “with sea and air power can so 
control the Atlantic and the Pacific 
oceans that there can be no possible in- 
vasion of the Western Hemisphere by 
Communist armies.” 

The Dewey doctrine is that the U.S. 
needs strong and powerful friends. Mr. 
Dewey proposes that the U.S. not only 
continue its aid to its present allies, but 
also give military aid to Chiang Kai-shek 
and any of the Chinese guerrilla forces 
now making trouble for the Communists 
on the mainland. He also wants to take 
the Franco dictatorship in Spain into the 
Western alliance. “I propose that we 
<top bickering among ourselves,” said 
Mr. Dewey, “and make friends with 
everybody who has the will to fight and 
the combat divisions to put in the field.” 

The Kennedy doctrine, advanced by 
Joseph P. Kennedy, former Ambassador 
to Great B itain, is that the U.S. concen- 
trate exclusively on its own defenses, 
leaving the rest of the world alone. “It 
may be that Europe for a decade or a 
generation will turn Communtfstic,” said 


Mr. Kennedy, but “the more peoples 
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that are under the Communist yoke the 
greater are the possibilities of revolt.” 
The Stennis doctrine, as expressed by 
Senator John C. Stennis (Dem.), of 
Mississippi, reflects the opinion of mem- 
bers of Congress who are concerned 
about U.S. policy abroad, but who offer 
no over-all solution. “From what facts I 
have before me, I think that we Ameri- 
cans should realize now that we are 
without effective allies in Europe or Asia 
to help us materially,” said Mr. Stennis. 
“I think we should offer a definite mili- 
tary plan to the Atlantic Pact countries 
. and then state that we submit the 
plan on a take-it-or-leave-it basis.” 
These separate doctrines have divided 
the country. In New York, the Wall 
Street Journal published letters in de- 
fense of Mr. Kennedy’s proposals for 
abandoning Europe and Asia. The news- 


paper said editorially it had received no 
letters criticizing this view. On the same 
day the New York Times published let- 
ters favoring Mr. Acheson’s plan for aid 
to all U.S. allies, saying that the news- 
papers mail on the subject had run 10 
to 1 in Mr. Acheson’s favor. 

Out of it all, Mr. Truman’s policy, 
the policy looking beyond Korean re- 
verses, is already taking shape. What to 
expect, therefore, is something like this: 

In Korea, the Chinese are in a posi- 
tion to call the turn, and U.S. policy is 
to be geared to that fact. If the Chinese 
Communists show that they want war, if 
they continue to hurl Chinese land forces 
against the forces of the United Nations 
near or below the 38th parallel, which 
previously divided Korea, then the U.S. 
is likely to be forced to get out of Korea 
with its allies and to retreat to Japan. 





In Japan, no matter what happens jn 
Korea, the belligerent attitude of the 
Chinese Communists, supported by Rus- 
sia, is leading Mr. Truman to favor Gen. 
Douglas MacArthur’s proposal for limited 
rearmament of Japan. Idea is not to 
restore the Japanese to their former pow- 
er, but to provide them at least with the 
means to defend their country against, 
say, a parachute invasion by Russia. 

On Formosa, U.S. policy is likely to 
be to assist in the defense of the island 
if the Communists attack, and to block 
all efforts to hand that island over to the 
Chinese Communists. This policy is to 
continue as long as Communist China 
keeps opposing the U.N. forces in Korea, 

In China proper, U.S. policy is to go 
slow on giving assistance to the guer- 
rillas now fighting the Communists, to 
hold back on Chiang Kai-shek’s proposal 





, ; - -Harris & Ewing 
DEFENSE CHIEF MARSHALL AND SUPREME COMMANDER EISENHOWER 
No withdrawal to the Western Hemisphere is in sight 


that he be given the green light to try a 
comeback on the Chinese mainland with 
U.S. aid. Most State Department experts 
agree that Chiang is finished on the 
mainland, considered a has-been with 
little chance of popular support for a 
comeback. U.S. policy toward China in 
the future is likely to be one of watchful 
waiting for every opportunity to woo the 
Chinese Communists away from Moscow 
or, failing that, to encourage internal 
resistance to the Communists without 
getting involved in all-out war. 

In Southeast Asia, U.S. policy will 
be to continue to assist Asians to help 
themselves with U.S. aid in arms, cash 
and advice, but not man power. Mr. Tru- 
man is wary of sending U.S. troops to 
Indo-China, which, if China intervenes 
in that war with land forces, could be- 
come another Korea. But the U. S. is not 





U.S. NEWS & WORLD REPORT 











like 
fre 


flor 
lim 
Co 
bee 
tak 
eq 
eve 
arn 
pes 
cru 
trie 
me 


abr 





DE 








ens in 
f the 
Vv Rus- 
r Gen. 
imited 
10t_ to 
* pow- 
th the 
Sainst, 


ely to 
island 
block 
to the 
is to 
China 
.orea, 
to go 
guer- 
ts, to 
posal 











U.S. News & World Report 














pe 


eH 


IN EUROPE: TRAINEES USE AMERICAN WEAPONS 


likely to get entirely out of Asia, leaving 
free countries to the Communists. 

Arms for Europe will continue to 
flow from the U.S., at least up to the 
limit of the 6 billion dollars approved by 
Congress. So far, only half of this has 
been earmarked for spending, and it will 
take up to a year or more before new 
equipment is delivered. More strings than 
ever are to be tied to this aid. The new 
arms won't be shipped until the Euro- 
pean forces that will use them are re- 
cruited and standing ready. Many coun- 
tries will be asked to boost their arma- 
ment effort. But aid won't be stopped. 

U.S. troops for Europe are to be sent 
abroad gradually. As many as eight more 
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Aid in future will have more strings attached 


U.S. divisions will go to Germany and 
Austria, reinforcing the two divisions al- 
ready there. But the European countries 
must call up more troops too. 

German rearmament will be de- 
layed. France, not Germany, will supply 
the main force of land troops for the 
European army under Gen. Dwight 
Eisenhower’ command. 

Yugoslavia and Spain both are like- 
ly to be drawn more closely into the 
Western defense plans. Franco Spain may 
be asked to supply troops as well as 
bases. Marshal Tito in Yugoslavia will be 
encouraged to keep resisting Moscow. 

Boiled down, the trend in the present 
crisis on foreign policy is toward a 


“<2 


clearing of the air, less sniping from 
politicians outside and inside the Ad- 
ministration. There is a Democratic ma- 
jority in the outgoing Congress, as there 
will be in the next. And Mr. Dewey’s 
views are closer to those of Mr. Acheson 
than are the Hoover-Kennedy proposals 
that call for withdrawal from commit- 
ments abroad. 

Thus, a continued development of a 
world policy for the U.S., not a with- 
drawal of the U.S. into the Western 
Hemisphere, is to be expected. Emphasis 
is likely to be on full and speedy re- 
armament and continued, though more 
careful, aid to those countries abroad 
that appear willing to resist Russia. 
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IN KOREA: CROSSES MARK AMERICAN GRAVES 
Chinese Communists are in a position to call the tune 


DECEMBER 29, 1950 
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ROW OVER ACHESON—WHY 


Blame Is Bitter and So Are the Personalities 


The Acheson story—policies, 
politics and personality—is tan- 
gled up in the fight to get the 
Secretary of State fired. 

Friends picture him as warm, 
loyal, kind and brilliant. To his 
enemies he seems arrogant, in- 
ept, impatient and stubborn. 

Whatever the reason, nobody 
seems neutral. Everybody is eith- 
er ‘for’ or “‘against’’ him, and 
the pressure on both sides is 
mounting. 


Dean Acheson, fought over, at- 
tacked by a political party, defended 
by a President, is in the center of a 
row almost unprecedented in Ameri- 
can history. 

Republicans of both House and Sen- 
ate—not all, but most of them—are on 
record as demanding Mr. Acheson’s re- 
moval as Secretary of State. Many Demo- 
crats want to get rid of him, too. Few 
Democrats have defended him. 

Some Republicans, some Democrats 
consider Secretary Acheson more respon- 
sible than any other individual for the 
loss of China. Out over the country the 
voting public also seems inclined to 
blame him for the Communist conquest 
of China, for U.S. defeats in Korea. 

Letters to Congressmen tend to tie the 
Secretary to concessions to Russia made 
by the late President Roosevelt at Yalta 
and by President Truman at Potsdam. 
Within Congress and outside, critics 
argue that Dean Acheson condoned 
treachery in refusing to turn against Alger 
Hiss, a former associate in the State De- 
partment. Hiss stands convicted of per- 
jury in denying he gave secret Govern- 
ment papers to a courier for a Soviet spy 
ring. When the case was in the headlines, 
Acheson said: “.. . I do not intend to turn 
my back on Alger Hiss.” 

Yet, while the storm beats unceasingly 
against the man, Secretary Acheson 
seems safer in his Cabinet position than 
at any time in months. President Truman, 
bristling at Republican efforts to get the 
Secretary fired, says firmly: “I refuse to 
dismiss Acheson.” 

Why, then, do the efforts persist in 
these critical, dangerous days? Why are 
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‘HE DIDN’T ENTIRELY GO 
ALONG WITH THE IDEA’ 





the foes of Acheson so bitter? How do his 
friends defend him? Answers to these 
and other questions were given privately 
to U.S. News & World Report by lead- 
ing members of Congress and high offi- 
cials of the Government. Typical replies: 

A top Republican Senator: “The 
American people have lost confidence in 
Acheson. Congress has lost confidence in 
him ... There can be no unity, no real 
bipartisan co-operation on foreign policy 
until he is out . . . The Hiss crack helped 
ruin him ... He appears to be an ap- 
peaser—soft toward ‘Commies.’ ” 

Another Republican Senator: “The 
State Department, under Acheson, un- 
derestimated the importance of Asia... 
The door was left open for Communists 
to overrun China. By drawing an Ameri- 
can defense line from the Aleutians 
down through Japan, Okinawa and the 
Philippines. Acheson practically aban- 
doned Korea and invited the Reds to 
move in.” 

Yet a Senate Republican who voted 
against a party resolution condemning 
Acheson had this to say: “It was a po- 
litical maneuver . . . I believe it will 
boomerang .. .” 

Many Republicans mention the Hiss 
case and complain that the Secretary 
looks down his nose at them. Democrats 
stress those points even more. 

A leading Senate Democrat, an 
influential Southerner, appraises the situ- 
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TRUMAN AND ACHESON | 
. still a team 


ation this way: “I happen to think Ache- 
son has done a pretty good job. But you 
don't hear many Democrats making 
speeches and saying so, for two reasons 
—his ineptness in the Hiss affair and his 
intellectual arrogance . . . I go to see him, 
or talk with him at a social function about 
some idea I think isn’t too bad. But, in- 
stead of saying it’s worth a little study, 
he slashes it to pieces, he devastates it 


A House Democrat, one of the real 
leaders of the party: “The Hiss business 
hurt most . . . Acheson’s aloofness and 
sarcasm have rubbed many members the 
wrong way... A lot of Democrats lack 
confidence in the Secretary, too.” 

Another prominent House Democrat: 
“It’s pretty hard to defend a political 
liability . . . But I think more Democrats 
will rally around Acheson as a result of 
that gruesome Republican knifing . . . My 
God! Think of the effect on the countries 
we are working with . . . He was going, 
probably by January 1, but now he is in 
to stay.” 

Intimates of Secretary Acheson, con- 
ceding that they are biased, present the 
Secretary as a warm, friendly person of 
great ability and highest patriotism. Of 
course, they say, he has that Groton-Yale- 
Harvard-Phi Beta Kappa key _ back- 
ground. He does dress well. He does 
have a neatly clipped mustache. He 
does know many three-syllable words. 
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But, they say, he also is a very human 
sort, with a delicate sense of humor and 
the loyalty of all who work under him. 

One official who works closely with 
Mr. Acheson considers the criticism 
about the Hiss case unjustified. 

“Most people do not know, or choose 
to forget,” he says, “that the Secretary 
did not merely say he did not intend to 
turn his back on Alger Hiss. He said he 
did not intend to do so because of the 
teachings of the Sermon on the Mount, 
the wo ds of Christ urging compassion 
for those in trouble. 

“Should it be a_ political handicap 
when 2 man says he is going to follow 
the principles of the New Testament? 
Should he throw a brick at Hiss as he 
goes to jail just to get a measure of tem- 
roraty popularity? All he was saying was 
that he wasn’t kicking a man who was 
down. If he had put it in those words 
instead of referring to the Bible, there 
wouldn't have been such a fuss.” 

Of course, says another high official 
of the State Department, Acheson “bites” 
at peoole occasionally. And he goes on: 

“It i-n’t a studied process. It’s just that 
he gets impatient sometimes with Con- 


gressmen he thinks are smart enough to 
understand a problem without requiring 
an elaborate explanation from him . . . If 
his shoeshine boy wanted the explana- 
tion, about Korea or Yugoslavia, he prob- 
ably would get it patiently.” 

As for tossing China and Korea to the 
Communists, a third executive has this 
to say in Acheson’s behalf: 

“In office less than 24 months, Ache- 
son is the fourth Secretary of State in 
some five years. The foreign policy he 
carries out largely was inherited. Poli- 
ticians, hunting for a scapegoat to blame 
for reverses in Asia, pick on the Secretary 
because it is possible to get him, but not 
the President, fired.” 

Mr. Truman, himself, offers a defense 
against charges that Acheson has been 
soft toward Communism. 

“Mr. Acheson,” the President says, “has 
helped shape and carry out our policy 
of resistance to Communist imperialism. 
From the time of our sharing of arms 
with Greece and Turkey nearly four years 
ago, and coming down to the recent mo- 
ment when he advised me to resist the 
Communist invasion of South Korea, no 
official in our Government has been more 


SECRETARY ACHESON IN A ‘BRIEFING’ SESS:'ON WITH CONGRESSMEN 


alive to Communism’s threat to freedom 
or more forceful in resisting it . . . If 
Communism were to prevail in the world 
. .. Dean Acheson would be one of the 
first . . . to be shot.” 

On top of that a Democratic Senator 
credits Acheson with combating Com 
munism by advancing the Marshall Plan 
to help Europe, the Point Four plan to 
help underdeveloped areas, the North 
Atlantic defense alliance, and a remodel- 
ing of the United Nations to get around 
Soviet vetoes. 

Adding it all up, the conflict over 
Acheson seems to come to this: 

Although many Congressmen criticize 
that part of our foreign policy which re 
lates to China and Korea, and to the Far 
East generally, there is no such criticism 
about our policies in respect to European 
matters. 

But, whatever the reasons, just or un 
just, a widespread lack of confidence in 
Acheson has developed. It reaches from 
Congress back to the people, expands 
among them, returns again to Congress. 
Even Acheson’s friends admit it is to be 
a handicap to a man conducting U.S. 
foreign relations in a troubled hour. 





Some call him ‘‘arrogant’’; some call him ‘‘friendly”’ 


DECEMBER 29, 1950 
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WHAT IT WILL TAKE TO STOP RUSSIA 


Reported from FRANKFURT, LONDON AND PARIS 


Russian generals can throw 
250 divisions at half a dozen 
fronts in a World War Ill; can 
double the number in a year. 

European strategists, plotting 
Moscow's war plans, expect the 
big strike at Western Europe 
along a 660-mile battle line. 

Holding Europe, as they see it, 
will take 120 divisions. That's 10 
times the troops now ready and 
double what's planned. 

If war comes, as leading strategists 
in Europe see it now, Russia will fan 
out her military might in five or six 
directions. 

Mass armies and air power of Soviet 
Russia will start driving across Western 
Europe, up the Scandinavian peninsula, 
down through the Middle East to North 
Africa, against Greece and Yugoslavia, 
across the Bering Straits to Alaska, maybe 


over to Japan, all at a_ signal from 
Moscow. 

At sea, the Russians will turn loose 
from 300 to 500 submarines. There is 


talk of 1,000 by the end of 1951. In the 
air, one-way Soviet bombers will blast 
cities and war industry of U.S. 


Central blows to be delivered by Rus- 
sia’s land power will be aimed at Western 
Europe. Gen. Dwight Eisenhower is given 
the task of countering those blows with 
forces he can bring together from the 
continent of Europe and from this coun- 
try. At the moment, General Eisenhower’s 
forces are largely on paper. In effective 
combat divisions, his armies are almost 
nonexistent. 

Just what Russia can be expected to 
do, when and if she moves, and what 
will be needed to counter her moves, is 
indicated for you in what follows, on the 
basis of a professional military appraisal. 
This appraisal, outlined in the charts on 
pages 17, 18, and 19, is founded on in- 
formed military opinion in Europe con- 
cerning the power that Russia holds at 
this time or can have quickly. 

Basically, the conclusion of that ap- 
praisal is that 120 divisions are to be re- 
quired by nations of the West for the 
defense of Europe alone, if Russia’s main 
thrust is to be stopped. 

Actual plans of Western nations, now 
laid out on paper, call for creation of a 
force of 50 to 60 divisions within three 
years’ time as the Western Army that 
General Eisenhower will command. At 
present, that force is no more than 15 
badly undermanned and underequipped 
divisions, two of them American. Plans 
call for at least 10 U.S. divisions as an 
integral part of the European defense. 


RUSSIA‘S MIGHT 
She could muster up to 500 divisions in the course of a war 


D Day for the Russians, on the 
basis of the appraisal of well-informed. 
high-level military officials, will find Rus. 
sia’s dominance in land power to be very 
great. 

On hand, including reserve units ready 
to roll if Moscow gives the word, are 250 
divisions of Russian troops, backed by 
30,000 warplanes and more than 300 
submarines. That compares with 175 
divisions now on active duty. It can be 
increased to 350 divisions within three 
months, to 500 divisions within one year 
after war begins. Stockpiles of war ma. 
terials to supply those forces for a war of 
considerable duration are regarded as 
adequate. 

Russia’s war plan, when and if the 
shooting starts, is given as the one that 
follows. It is what the European apprais- 
ers believe Russian leaders will follow in 
a war that begins in 1951, 52 or '53. 

Across Europe, if the military ap- 
praisers are right, will come 170 Russian 
divisions in the first move. That’s not 
counting satellite troops. More than 12- 
000 Soviet planes will provide 
port, initially. The Russians also will use 
here up to 25,000 tanks, thousands of 
rocket launchers and guided missiles. It 
is against this force that 60 Western di- 
visions now are planned. 

Within a few months after that, there 
will be 200 Russian divisions in the west- 
ward drive across Europe, and by the 
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‘Professional 


WEST NEEDS 
TO HOLD OFF 
RUSSIA 


120 


DIVISIONS 


10 U.S. 

10 British 

50 French 

30 German 
10 Benelux 

10 Italian 


end of the first year—if the fight is still 
going on—at least 300 Soviet divisions 
will be engaged there. That is in addition 
to 35 divisions that will strike against 
Greece and Yugoslavia, 15 divisions that 
will drive on Scandinavia. 

Into the Middle East, meanwhile, a 
Russian force of 40 to 60 divisions will be 
thrown in an assault on the oil lands of 
Iran, Iraq and Saudi Arabia, and aimed 
at occupying territory down to the Isth- 
mus of Suez. They will be supported by 
5.000 fighter and fighter-bombe1 
urcratt. No big Western armies are in 
this area now, or planned for the future, 
that force. 

Against Alaska, three to six Russian 
will be used in a combined 
naval, air and amphibious attack, as the 
appraisers see it. That will face 
mly a token force of a few hundred U.S. 
troops. in detense plans now shaped. As 
to air defense of Alaska, first steps 

to black out U.S. 


about 


to stop 


tre being taken now 
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2 Other 





military installations there and provide 
some security censorship. 

Attacks on East Asia will be made, 
meanwhile. Twenty Russian divisions will 
strike at Japan, in the judgment of mili- 
tary appraisers seeking to plot Russian 
moves. They will drive on Korea if U.N. 
forces remain there. Air support on this 


front will be furnished by 5,000 Rus- 
sian planes, most of them jets. Com- 
munist Chinese armies, at the same time, 
will sweep over Southeast Asia, take 
Indo-China, Malaya, Burma. Little 
real opposition can be provided here 
bv the West, with most of its forces in 
Europe. 


That’s the broad, over-all strategy of 
according to this European ap 
praisal. Soviet forces striking out 
in all directions at once, but with the 
main blow directed at Western Europe. 
It shows Russia, standing in the middle 


of a vast land area. able to throw he 


Russia, 


It shows 


military weight at four continents ind 






RUSSIA COULD 
STRIKE WITH 


170 


DIVISIONS 


(plus satellite strength) 
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outnumber planned defense forces in 
each theater of operations. 

What it takes to stop Russia, if 
that strategy is usec, becomes the $64 
question for the Western world. The 
answer, as the military appraisers see it, 
needs for West- 
will be 

world 


around defense 
next 
areas of the 


revolves 
ern Europe, where a 
won or lost. Other 
must be defended, too, but the problem 
centers in Europe. 

A defense line, first of all, needs to 
be set up for Europe’s defenders to hold. 
That’s given by the planners as a 660- 
mile line across central Europe, running 
Trieste north to the Baltic. Moun 
tains and forests are no longer considered 
so that the whole 660-mile 
defended, and defended 


war 


from 


impassable, 
barrier must be 
in depth. 


A “density of troops” then is needed 


long that line. The appraisers believe 

this should be comparable to Allied 

strength on the Western European front 
17 
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If Russia MovesH 


dg 


(How European Strategis 


Russia can move with 
15 to 17 divisions, 
plus 1,000 planes 


SCANDINAVIA 


Russia can move with 


120 divisions, plus 


10,000 planes 





WESTERN EUROPE 


BALKANS 


ed 


Defended at first by 


France, Germany, 


Benelux, Italy 





IN A SOVIET SUB 
There are 300 to 500 of them 
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Russia can move with 
35 divisions, plus 
1,500 planes 





in early 1945. That was 113 divisions 
along a 480-mile line. They come up 
with a strength of 120 divisions needed 
to hold the 660-mile line against the 
Russians. This is twice the strength now 
planned. 

Where to get this force, together 
with the planes for its air support, is 
answered in the military appraisal, too. 
If that plan is followed: 

France, with six Army divisions in 
Europe now, will furnish by far the big- 
gest share of the needed 120 divisions. 
The present plan is for France to raise 
20 divisions for Europe’s new defense 
army. But, the appraisers insist, 50 French 
divisions are needed. That compares 
with 100 divisions raised by France in 
1939. 

Germany, which has no army units 
now, is to contribute the second largest 
share of land strength for Europe’s de- 
fense. That’s 30 divisions, compared 
with 25 regiments now planned. The 





MIDDLE EAST 


Defended by Britain, U. S. 





Russia can move with 
40 to 60 divisions, 
plus 5,000 planes 





German Government, however, has show 
no enthusiasm thus far for raising a ne\ 
Army under terms imposed by the West 
Those terms limit any new German units 
to regimental size and prohibit a nei 
German high command and a new Lut 
waffe. 

Italy and Benelux—the Belgiui 
Netherlands-Luxembourg union—each wi 
raise 10 divisions. 

Britain, with four divisions now, is t 
furnish 10 for the defense of 
others for use elsewhere. That. 
unchanged from present planning. 

U.S., undergoing a rapid build-up 0! 
its land forces, is down for 10 divisions i! 
Europe to fill out the 120-division re 
quirement. This country now has. thi 
equivalent of two divisions in German 
—the First Infantry Division and _ co! 
stabulary units that equal the combat 
strength of an armored division. 

That’s the minimum need for defend 
ing Europe alone, as the appraisers vieW 


Europe 


too. I 
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er D-Day Plan 


Russia can move with 
3 to 6 divisions, 
plus 1,500 planes 


Russia can move with 
20 divisions, plus 
5,000 planes 


JAPAN 


Defended by U.S. 


it. It adds up 120 divisions, of which 40 
are armored, the rest infantry. And it 
provides that General Eisenhower will 
have at least 60 divisions and 15,000 air- 
craft at his disposal during the first week 
of hostilities. The rest of the force is to 
be in action within three weeks after D 
Day in Europe. 

A defense for other fronts, unde? 
this plan, falls largely to U.S., aided by 
Britain and Canada. Alaska, for example, 
is to be defended by U.S. and Canadian 
forces only. Japan’s defense will be up to 
the U.S. alone. The Middle East, if it is 
to be held, will depend on forces of U.S. 
and Britain. Turkey, the planners believe, 
may not intervene unless she is actually 
invaded. 

At sea and in the air, too, Western 
forces are to be largely those of U.S. 
Strategic air attacks, including atomic 
attacks, will be a U.S. responsibility. The 
job of keeping sea lanes open and sup- 
plying both this country and Europe is 
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assigned to the American Navy, aided by 
British and Commonwealth warships. 

Weapons, military equipment and mu- 
nitions also are to be furnished in large 
part by the United States for all Western 
defense forces. That’s assumed by the 
appraisers and in plans now being 
shaped. 

The outlook, if the military appraisers 
are correct, thus is for a far larger force 
to be underwritten by U.S. than that 
now planned. Needs of the West, based 
on what Russia could do with a 250- 
division Army, would call for a doubling 
of planned forces for Europe alone, as 
the No. 1 battlefield. At the same time, 
they indicate that U.S. must provide the 
bulk of Western air and sea strength, and 
most of any forces used to defend Alaska, 
the Far East and the Middle East. Ameri- 
can mobilization plans, in that event, 
could be stepped up far beyond any- 
thing now on the planning boards in 
Washington. 
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Controls Puzzle: How Pieces Fit 
Reshuffling of Scattered Powers Under Way 


Power to run everybody’s busi- 
ness as Washington sees fit is 
built into the new control ma- 
chinery. 

Charles E. Wilson, at the top, 
can say who produces what, 
when and for how much, if the 
White House backs him up. 

Pace he sets in using his au- 
thority is to determine how fast 
and how far U.S. will move to- 
ward a planned economy. 


A streamlined control organization 
is in the minds of those who are shap- 
ing plans for a period of war prepara- 
tion and of big war, if one comes. 

The line of authority, broken and ob- 
scure in World War II, this time is to be 
more clearly defined. If Congress gives 
President Truman the unrestricted power 
he is seeking to reshuffle departments and 
agencies, a strongly centralized control is 
expected to emerge. 

Charles E. Wilson is to be all-powerful 
in setting policy and in carrying out pol- 
icy as Director of the Office of Defense 
Mobilization. He is to sit on top of the 
machine that can run the daily lives of 
all businesses and of all individuals. The 
power that he can wield, if he chooses, 
will be greater than that of all of the con- 
trollers together in World War II. 

The chart on the next page gives the 
businessman, and the average individual, 
an idea of where to look for this or that 
authority, once Mr. Wilson has pulled 
his organization together. This pattern is 
not to take shape overnight, or without 
strong resistance from subordinate con- 
trollers. But, if Mr. Truman backs up the 
authority he has given Mr. Wilson, the 
setup that results is expected to do these 
things: 

William Henry Harrison is to have 
power to decide what products can be 
manufactured by industry, and in what 
amounts. As Administrator of a strength- 
ened National Production Authority, he 
will be able to say how much steel can 
be used in making autos for civilian use, 
how much aluminum can go into pots and 
pans. Businessmen will go to Harrison’s 
NPA for help in obtaining raw materials 
and parts, or for relief from direct orders 
that limit output. 
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Later on, contro] agencies now scat- 
tered among the Departments of Com- 
merce, Interior and Labor and elsewhere 
are expected to be lifted out and central- 
ized under NPA. Manufacturers, rail- 
roads, air lines, food processors, oil pro- 
ducers and refiners, all will look to Harri- 
son for control if Wilson chooses to use 
the authority that will be his. 

Alan Valentine, as Administrator of 
the Economic Stabilization Agency, is to 
be equally powerful. Businessmen will go 
to him, and to Michael V. DiSalle—Price 
Director—for the prices that can be legal- 
ly charged. Rationing, if and when it 


that event, will go to the man-power ¢j. 
rector for draft deferments, for help in 
obtaining more workers, perhaps for per. 
mission to hire and fire. But, again. jt 
will be Mr. Wilson who decides what 
uses of man power take priority. 

Gordon Dean. Chairman of the Atomix 
Energy Commission, also will find at 
least a part of his authority subordinated 
to that of Mr. Wilson and the ODM. Mr. 
Dean is to find it necessary to go to ODM 
for materials and labor needed for atomic. 
bomb output and research. 

Millard Caldwell, Civil Defense Ad- 
ministrator, is to draw his power directly 





PRESIDENT TRUMAN AND ‘ASSISTANT PRESIDENT’ WILSON 
. . . powers far beyond those of World War II? 


starts, also will come under Valentine’s 
ESA. 

Yet Valentine, too, will look to Direc- 
tor Wilson for policy. When price ceilings 
appear to block production needed for 
defense, Mr. Wilson is to decide which 
is the more important, price control or 
production. 

John Small, Chairman of the Muni- 
tions Board, is expected to direct the plan- 
ning and operating of military procure- 
ment, if Wilson uses his full authority. 
The military, this time, will not be per- 
mitted to buy on its own, without regard 
to the effect on the civilian economy or 
defense program as a whole. Instead, 
Wilson’s over-all ODM is expected to 
work through Mr. Small to tie military 
buying in with all other programs. 

A man-power chief, sooner or later, is 
expected to be given control over pro- 
grams that now are divided among Selec- 
tive Service, the Labor Department and 
other departments and agencies. Robert 
C. Goodwin now has the defense man- 
power office in Labor. Businessmen, in 





from Congress and from Mr. Truman. 
But he, too, will go to Mr. Wilson’s ODM 
—for the materials for bomb shelters. for 
example—and tie his program in with 
over-all plans. 

W. Stuart Symington, Chairman of the 
National Security Resources Board, takes 
the role of a planner and adviser to the 
President and to Mr. Wilson. That, at 
least, is the spot laid out for him. 

Other controllers, directly or indirectly, 
also are to find their authorities subordi- 
nated to that of Wilson and the all-pow- 
erful ODM. Officials who regulate rent 
and the credit for homes and autos will 
get their policies from Wilson and Valen- 
tine. Director of any new war foods 
authority will go to ODM agencies for 
prices. materials and manpower. 

Pattern that is expected to emerge is 
one of tremendous power centralized in 
the person of Mr. Wilson. How fast. and 
how far, the nation moves toward a con- 
trolled economy is to depend on how Mr. 
Wilson chooses to use the powers that 
are his. 
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Economic Stabilization 
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Alan Valentine 


POWER TO: 
Control prices 
Ration scarce goods 
to consumers 
Regulate wages 
and salaries 


® Regulate consumer 
and mortgage 
credit 








National Production 
Authority 





William H. Harrison 


POWER TO: 

® Control production 
of factories, mills, 
mines, forests 
through . . . 
Allocations, priorities, 
quotas, set-asides 
Requisitioning of 
goods and plants 
Approval of loans, 
guarantees, quick 
write-off of expansion 

® Regulate critical 
industries -- metals, 
oil, gas, chemicals, 
food processing 

® Direct transporta- 
tion 








Building America’s Defenses: 
The Setup Ahead for Mobilization Planners 
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Charles E. Wilson 
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Authority 
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POWER TO: 
® Manage man- 
power supply 
through . . . 
Selective Service 


U. S. Employment 
Service 


Controls on hiring and 
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guard atom bomb 


® Conduct research 
on hydrogen bomb, 
other nuclear 
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AUTOS: TIP-OFF TO PRICE RULES 


Industry Used as Test for Broad Controls 


Squeeze on profits is ahead in 
price controls. That's the formula 
being set in the auto-industry 
test case. 

Wage controls, under a differ- 
ent formula, are to be less rigid. 
Different rules will be used to 
decide who gets a raise. 

Wage-price restraints, now 
coming in, are not part of an 
over-all plan. These controls are 
more likely to slow inflation than 
kill it. 


The automobile industry, not food 
or clothing, is to serve as the guinea 
pig for trying out the newest theories 
of price and wage control. 

A crackdown came first on the price of 
cars. When industry reacted against the 
freeze order on automobiles, the Gov- 
ernment’s stabilizers clamped a “volun- 
tary freeze” on all prices. Every increase 
in price that has come since Dec. 1, 
1950, is to be suspect from now on, and 
subject to possible roll-back later. 

The start of price control in this period 
of half war, half preparation for war was 
an improvised start, not one carefully 
prepared. 

The auto industry, raising wages last 
summer, did not at the same time raise 
prices except in a few isolated cases. 
That industry accepted, during autumn, 
increases in the price of almost all of the 
materials that it used, and still did not 
increase its own prices. Then steel prices 
were raised and new wage Wwele 
forced as result of cost-of-living in- 
creases. The big auto companies, feeling 
that they had held off increases as long 
as they could, announced car-price rises. 
A quick crackdown followed. 

Now the course is set toward full con- 
trol of prices, wages. salaries. It is to 
be a bumpy and zigzag course as price 
stabilizers feel their way. Controls are 
to be improved. They are to have 
some flexibility and probably will be 
difficult to enforce. Under them it is 
probable that inflation of prices will con- 
tinue, but on a creeping rather than a 
runaway basis. 

Autos, through it all, will get close at- 
tention as a bellwether industry. Other 
industries can learn something about 
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rises 


their own price-control problems by 
watching the auto companies’ case. 
Here is how the new price-control poli- 
cies are being applied, and tested, in 
the auto situation. 

Profits, obviously, are to be the yard- 
stick by which controllers determine 
whether a price is fair or unfair. It is 
important to remember in this connec- 
tion that any price increases to be per- 
mitted will come only after a company 
can show a squeeze in profits, not the 
anticipation of a squeeze. Also, profits 
for price-control purposes are to be fig- 
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—Wm. H. Summers in the Buffalo Evening News 
‘THE TABLE’S JUMPIN’ AGAIN‘ 
Countermeasures will be improvised 





ured before taxes. Taxes will apply an- 
other squeeze to profits, after the price 
squeeze. 

The automobile industry, for example, 
has been enjoying record profits. The 
fact that its costs now are rising sharply, 
and that its profit prospects are dim- 
ming, did not impress those who are set- 
ting out to control prices. Their measure 
is 1950 profits. If those profits, control- 
ling officials decided, exceeded the aver- 
age of profits in the four years 1946 
through 1949, then no rise in price could 
be justified. 

Auto companies, on that basis, found 
their level of prices frozen. Profits in 
the first nine months of 1950 were run- 
ning at a rate two and a half times as 
high as the 1946-49 average. The com- 
panies argued to officials that the out- 


look is for much lower profits in 1951 be- 
cause output of cars and trucks is due to 
decline from nearly 8 million a year to 
around 5 million. This means, the com- 
panies declared, a big jump in costs per 
car and a decline in profits. 

One auto manufacturer, for instance. 
noted that between June and December, 
1950, its unit cost for passenger cars had 
increased 9.6 per cent because of higher 
labor and material costs alone. In No- 
vember, higher costs due to a decline in 
production began to appear, and every 
sign suggests that those extra costs are 
going right on up as assembly lines are 
slowed by lack of materials. Output al- 
ready is 34 per cent lower than the com- 
pany planned last August for this time. 

Nevertheless, the stabilizers in Wash- 
ington decree that the time to reconsider 
prices wil: be after the decline in profits 
has occurred, not before. 

Wages, however, are to be regulated 
in- the light of cost-of-living and “an- 
nual production improvement” factors. 
These are to be the measuring rods for 
the level of wages, and they will con- 
trol the rate of rise in wages. 

This formula for wage rises also came 
from the auto industry. Economic-con- 
trol officials looked over the General 
Motors plan, and decided that it was a 
good formula. Under this, the change 
in the cost of living each three months 
determines whether or not there will be 
a new wage rise. The plan also includes 
a no-strike pledge for five years. And 
each year there is a 4-cents-per-hour in- 
crease in pay for “improvement” in pro- 
ductivity of labor. 

A price system based on this formula 
seems to assure rising wages for labor, 
even if management faces declining 
profits. Prices will be controlled by an 
official in Government and not by man- 
agement. In this shift of contro] away 
from private to public hands, profits are 
to take the squeeze, while wages are 
free to go on up. 

After figuring that out for autos, off- 
cials then applied the same general plan 
to all of industry. 

Enforcement of price ceilings, how- 
ever, is not provided in any formal] man- 
ner at this stage. In fact, the auto-price 
freeze is the only mandatory price ceil- 
ing to date. All other price ceilings are 
voluntary, not legally enforceable in the 
courts. 

This is a temporary situation. As soon 
as price controllers can assemble a staff, 
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they will issue mandatory pricing orders 
to more and more industries. It will be at 
least two months, maybe longer, before 
officials can gather a staff large enough 
to handle more than token price con- 
trols. The Economic Stabilization Agency 
has about 250 employes; the OPA of 
World War II had about 20,000 working 
on prices, plus around 200,000 volun- 
teer unpaid helpers. ESA has said that 
for the time being it does not want volun- 
teers reporting infractions of the price 
ceiling. 

Auto companies, in these circum- 
stances, actually are providing a test of 
still another idea of the price controllers. 
This is the idea that a few big companies, 
under direct price control themselves, 





can extend price control to many thou- 
sands of other companies—their suppliers 
of parts and materials. 

The big companies, officials reason, 
can force their suppliers to hold the 
price line. and thus do informally the 
price-policing iob that the Government 
isn't able to do as vet. 

Auto executives consider this an un- 
realistic theory, to put it mildly. One of 
the largest companies notes that during 
recent months, when it was foregoing 
price increases, the price of materials it 
buys went up 8.1 per cent. Tires rose 
20.4 per cent in September; copper cost 
the company 17.5 per cent more than it 
did; crude rubber rose 120 per cent. 

Price-relief policies are demon- 
strated, too, in the auto case. Manu- 
facturers learned, for one thing, that 
they cannot obtain price relief just by 
showing that their prices are not out of 
line with the general postwar price 
structure. The chart on this page shows 
the auto record on this point. 

Comparative prices. officials told the 
auto men, have nothing to do with a 
company’s position under price control. 
A higher price will be allowed only if 
operations are proved unprofitable. That 
can be done by producing detailed rec- 
ords, and fighting a case through with the 
price controllers, in step with the usual 
array of procedural regulations. ESA’s 
tules of procedure already fill 27 pages 
of the Federal Register. 

Auto companies, however, guinea pigs 
for the first price-control order, are los- 
ing no time in moving on to the next step 
in the new price-control experiment. 
They plan to appeal for higher prices 
than a December 1 level would allow, 
through all the formal channels of ne- 
gotiation with the Government. Their 
efforts will help to bring out into the 
open the quirks and twists of price-con- 
trol rules, as officials hastily write them. 
One basic point is clear already—profits, 
not wages, are to be squeezed in the 
first round of adjustment to a controlled 


semiwar economy. 
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Defense Chiefs’ Basic Plan 
Get Arms, Then Men—Delay Foe, Hit Factories 


Here, in their own words, is 
the way top military men view 
the U.S. outlook and objectives 
just ahead— 

GEN. MARSHALL: First priority 
is arms, not men. 

GEN. BRADLEY: Plans for big 
war are speeded up. 

GEN. VANDENBERG: Air power 
can‘t win alone. 

GEN. COLLINS: A-bomb is the 
U. S. ace in the hole. 

Answers given to Congress 
provide a look into the future as 
defense mobilization grows. 


Q How powerful are U. S. land forces 
at this time? 

Gen. J. Lawton Collins, Army Chief 
of Staff: The Army has had to commit a 
very large part of its equipment and per- 
sonnel in Korea, and has had to commit 
most of its reserve stocks of ammunition 
and supplies. We have drawn heavily on 
the regular units of our general reserve. 

We stripped our forces in the United 
States, in Hawaii, and partially in the 
Caribbean. Our mobilization base was 
also weakened because we levied heavily 
against it for the necessary combat troops 
and specialists which our forces needed. 
We took experienced noncommissioned 
officers from almost every outfit in the 
Army; we took officers from important 
positions elsewhere in order to fill needed 
assignments in Korea. 





—Harris & Ewing 


GENERAL BRADLEY 
24 


Q@ Then why don’t we mobilize the 
nation’s man power immediately? 

General Collins: We must be very 
careful to keep always in focus the fact 
that general mobilization does not mean 
solely the calling of millions of men to 
uniform and marching them off to train- 
ing camps. It is not as simple as that. A 
general mobilization for modern war re- 
quires careful synchronization of pro- 
ducing equipment and training men. 

Q Why is production of equipment 
so important? 

General Collins: It actually takes 
much more time to make the weapons of 
a fighting man than it does to train him, 
and if we should ill-advisedly call men 
out before industry can convert from a 
peacetime to a wartime economy, we 
would hamper the very conversion we are 
trying to attain, and consequently slow 
up the production of military equipment. 
I can assure you there are few factors so 
detrimental to troop morale as to be in 
uniform with insufficient equipment. 

The priorities in general mobilization 
are, first, the conversion of industry, and, 
second, the procuring and training of men 
by the armed forces in phase with the pro- 
duction of the weapons and supplies with 
which to sustain them in combat. 

Q Is a rapid build-up likely to speed 
war rather than to prevent it? 

General Collins: You are always tak- 
ing tlat chance. In other words, if an- 
other nation with larger forces would sit 
calmly back and say, “My superiority is 
greater now than it will be a year or two 
or three years from now,” it might well 
say, “Well, if they are bent on war, now 
would be the time to attack.” My per- 
sonal view is that still the great advan- 





—Harris & Ewing 


GENERAL COLLINS 


tage is in our possession of the atomi 
bomb in quantity. 

Q Will any war that we fight be o 
war of self-preservation? 

General Collins: Yes, and that self. 
preservation might well force us to fight 
far outside the boundaries of the United 
States. In other words, it is not that we 
would be fighting to preserve Europe. If 
we fought in Europe, we would be fight 
ing for the preservation of the U.S 


Q Some people think a smali army 
well trained and equipped and sup. 
ported by overwhelming air power, can 
defeat twice as large an army that ho; 
inferior equipment and lacks air sup. 
port. Do you agree? 

Gen. Hoyt S. Vandenberg, 4ii 
Force Chief of Staff: We must not take 
Korea as an example, for the reason that 
it has an inviolate border and you cannot 
utilize the strategic air as the enthusiasts 
you are talking about would have con- 
templated. 

Q If you send strategic air to the rear 
and bomb the plants, does that have its 
impact on the front lines immediately? 

General Vandenberg: No. Here is 
the difference: If we now are talking 
about Europe, where there are no border 
that we cannot cross, and we are engaged 
in a general war, what the proportion of 
ground forces with overwhelming air and 
sea superiority would be that could hold 
a greater number oi opposing troops 
would have to be answered by the Arm 
But surely I agree with the principle. 

Q But won’‘t air power be enough to 
win? 

General Vandenberg: The reason 
the Air Force does not believe that the 
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war can be won solely by the Navy or 
solely by the Air Force or solely by the 
Army is this, and I am speaking now for 
the part that air is going to play. Let us 
take X country, which has overwhelming 
ground forces. 

~ Suppose we do not put ground forces 
in the field, but we put in a tremendous 
strategic air force. Let us take X coun- 
try, that is relatively poor in its manu- 
facturing capacity. Let us say that the 
Air Force succeeds in knocking out its 
potential to fight a war. Now, the army 
of X country is at least smart enough to 
know that our air potential exists, and, 
as every army does, it stockpiles behind 
its lines enough for a certain period of 
time. We knock out the entire supporting 
industry of that army. 

Q What happens then? 

General Vandenberg: It picks up 
its stockpile and it moves into a country 
that has a better and more modern facility 
for producing war matériel than the 
country that we have destroyed. 

Obviously the Air Force then cannot 
have succeeded in its task of preventing 
this new country from being overrun and 
a new civilization being imposed on its 
civilization. The overrun country becomes 
slave labor, and their factories and tech- 
nicians become available to X country, 
and to all intents and purposes X country 
is at least as well and perhaps better off 
than before the Air Force destroyed all 
the potential of X country. 

Q How would large ground forces 
change the situation? 

General Vandenberg: We want a 
great number of ground forces opposing 
this great mass of X army to force 
them, before they overrun the attacked 
country, to expend their gasoline, their 
food, their ammunition, and, since they 
are not able to have them replaced by 
X country, whose industry has been 
knocked out, retarding the advance to 
the point that X army runs out of these 
essentials before it can superimpose it- 
self on the industry of the captured 
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country. That is the theory of the air- 
ground-naval team. 

Q How does the air-ground-naval 
team operate? 

General Vandenberg: You put the 
blockade in. The Army goes in and 
causes them to expend these stockpiles 
and the Air Force knocks out the indus- 
trial potential of X country to supply 
these armies. 

If the Army is strong enough and your 
defensive line is such that a smaller force, 
by retreating slowly and causing great 
casualties and forcing them to use up 
gas and trucks and tanks and ammunition, 
makes it so hard that they thereby cannot 
get them from the overrun country, be- 
cause as the Army retreats it lays waste, 
and this outfit does not rapidly march in 
and impose itself on that potential. 

Those overenthusiastic people who say 
that air can do it alone have missed that 
factor. 


Q Whai date are we shooting at with 
our rearmament program? 

Gen. Omar N. Bradley, Chairman, 
Joint Chiefs of Staff: We have tried to 
plan up to 1954, that being the time we 
originally thought was the most danger- 
ous period. The present situation has 
caused us to move that date down some, 
so, instead of trying to plan on a rising 
level of production and man power and 
getting ready for 1954, we have had to 
step that up some for 1952. 


Q What is the goal of the Navy’s 
build-up? 

Admiral Forrest P. Sherman, Chief 
of Naval Operations: The Navy is work- 
ing on a build-up both as to forces and as 
to material readiness, to reach a certain 
level by June 30, 1951. That level and the 
standards of readiness were set before 
Thanksgiving Day. If as a result of things 
that have happened since Thanksgiving 
Day it is decided to accelerate either with 
respect to man power, forces or material 
readiness, then there will be an accelera- 
tion of expenditure. 

Q Is such an acceleration being con- 
sidered? 

Admiral Sherman: Yes. it is. 


Q What should we do to meet our 
shortage of war equipment? 

George C. Marshall, Secretary of 
Defense: I teel that the most important 
thing at this time, in view of the imme- 
diate necessities for the build-up, is to lay 
down the assembly lines, the tooling, the 
jigs and so forth, so that we can quickly 
build up what may be necessary, rather 
than to get such quantities as are pos- 
sible now without developing the facili- 
ties. The facilities, in some respects, are 
almost more important than the original 
mateérial. 
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Q Why not build up faster? 

General Marshall: Even if I think 
the possibility is very serious of a shoot- 
ing war within the next three or four 
months, I would say that this emphasis 
on production is the way to begin. 

Q Why not have all-out mobilization 
now? 

General Marshall: Suppose the 
weight of opinion in estimating this un- 
certain but critical future was that we 
should go into a full war mobilization 
now. Then, suppose that there is a quiet- 
ing down of these actions which seem- 
ingly are trying to stir us into a situation 
where we become heavily involved, prac- 
tically in an all-out war. And then what 
happens? We have gone into full mobili- 
zation and we have maybe a year or two 
vears, and there is not an all-out war. 

That is a serious matter in several 
ways. Psychologically there is the reac- 
tion of the American people. Financially 
it is serious, and in other ways. There- 
fore I would feel very much concerned 
if we plunge into an all-out wartime 
mobilization until we clearly have to do 
it. At the same time I would be even more 
concerned if we did not establish a well- 
laid foundation and base for a very 
rapid mobilization if that becomes neces- 
sary. 

Q You are trying to avoid all-out war? 

General Marshall: We are trying to 
avoid, in every way that is conceivably 
within reason, being projected into an 
all-out war; at the same time we realize 
that an all-out war can be initiated by a 
single word from the other side. 

Q Is our Government trying to avoid 
all-out war with China? 

General Marshall: | think it is doing 
evervthing within its power, and it has 
made considerable sacrifice in the doing 
of that. 

Q Do you think all-out war can be 
averted? 

General Marshall: I think, along 
with the saying, “While there’s life there’s 
hope,” that there is a hope. 
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YOU‘LL OWE EXTRA TAXES 


If withholding doesn’t cover 
your income tax bill, it’s time to 
start figuring up what you owe 
the Government. 

To settle up for 1950 will take 
more cash than many expected. 
Tax rates are up. Estimates filed 
by taxpayers last March are now 
too low. 

Quarterly payments on 1951 
taxes start March 15, too. They'll 
be higher than in 1950. 


People who pay their income taxes 
in quarterly installments have got to 
lay by some extra cash to settle up 
with the collector in weeks just ahead. 

If you are one of these people, you are 
likely to find that the installments you 
have been paying won't cover the full 
amount of the taxes you owe on 1950 
income. That’s because the Government 
has raised rates since original estimates 
were filed last March. Any difference must 
be paid by March 15, 1951. 

Furthermore, 1951 taxes will be even 
higher than in 1950. That, again, will 
mean more cash when the time comes to 
start paying 1951 installments. The first 
of those installments will be due on 
March 15, 1951. 

For people who work on salaries, the 
tax increase doesn’t hit so suddenly. They 
have been paying higher taxes since last 
October, when withholding rates went 
up. But, if you pay quarterly, you may 
have to refigure your budget. 

Tax rules that you must keep in mind 
can be shown by an example. 

Take the case of a married man who, 
last March, correctly estimated his in- 
come for 1950 at $15,000 and his tax at 
$2,828. He paid three installments of 
$707—on March 15, June 15 and Sep- 
tember 15. His final installment is due on 
January 15. But his total tax for 1950 has 
gone up to $2,934. So, instead of $707, 
he still owes $813. 

He has some choice about when and 
how to pay this extra tax. He can file 
either an amended declaration or a final 
1950 tax return by January 15, and send 
the collector of internal revenue a check 
for $813. Or, if he prefers, he can pay 
the regular $707 on January 15, and 
delay payment of the remaining $106 


26 


More Cash Needed for 4th-Quarter Payment 


until he files his final 1950 return. March 
15 is the deadline for that return. 
By March 15, he also will have to start 


paying his 1951 tax. His declaration for 


1951, due in mid-March, must be accom- 
panied by a quarter’s installment on the 
year’s tax. This goes for people who pay 
directly to the collector. 

You will be required to file a declara- 
tion if you expect your 1951 salary to ex- 
ceed $4,500 plus $600 for each personal 
exemption. Or, if you think your total 





Check List for Taxpayers 


e Pay your final tax installment on 
1950 income by Jan. 15, 1951. 


e File an amended declaration by 
the same date if the estimate you 
made last March has turned out, on 
the basis of tax rates in effect at 
that time, to be more than 20 per 
cent off. Or, if you prefer, file your 
final 1950 return instead of a new 
declaration by January 15. 


e Remember, in checking your es- 
timate of last March, that your tax 
rate has been increased since then. 


e File your final 1950 tax return 
by March 15, 1951. 


e File your declaration of esti- 
mated tax for 1951 not later than 
March 15. This rule does not apply 
to farmers or low-income workers. 


e If you are a farmer, file a dec- 
laration of estimated 1950 tax by 
January 15 or a final 1950 return 
by January 31. You will have until 
January, 1952, to estimate your 
1951 income tax. 


e Give your employes, by Jan. 31, 
1951, withholding statements show- 
ing total wages and withheld in- 
come taxes for 1950. 


e Deduct 1'2 per cent Social Se- 
curity tax, beginning January 1, 
from the pay of any of your house- 
hold or farm employes who come 
into the program on that date. 


@ Match this tax yourself, and pay 
the full 3 per cent to the collector 
of internal revenue quarterly. 
First payment will be due by April 
30, 1951. 











income will be as much as $600, includ- 
ing more than $100 from sources not sub- 
ject to withholding taxes, then you must 
file a declaration. 

On $15,000 of income, a married man’s 
1951 tax will be $3,260. If he intends to 
pay the whole amount in quarterly in- 
stallments, his first payment, due by 
March 15, will be $815. 

Between now and mid-March, then, 
this $15,000 man will have to pay the 
tax collector $1,628—$813 on 1950 taxes, 
$815 on 1951 taxes. That is $214 more 
than he would have owed in this same 
period under the old rates. 

This example will give you an idea of 
what your own cash needs will be. 

Here is another point that may be im- 
portant to you: Penalties are going to be 
waived this time for people whose 1950 
tax estimates, filed last March, were 
thrown off by the increase in rates. This 
waiver has been voted by Congress. 

Ordinarily, if your March estimate 
turns out to be more than 20 per cent off, 
you must file an amended estimate and 
pay the difference by the following Jan- 
uary 15. Otherwise, you are liable to a 
penalty. This time, however, that penalty 
will not apply if it was the tax increase 
that caused the discrepancy to exceed 20 
per cent. In that case, you can pay your 
final installment January 15 on the basis 
of your original estimate, and then finish 
settling up on March 15, when you file 
your final 1950 return. 

Other tax rules, too, are important. 

If you are a farmer, you have until 
Jan. 15, 1951, to file your original decla- 
ration of 1950 tax. If you wish, you can 
skip the January 15 deadline and file a 
final 1950 return by January 31. 

If you are a serviceman in a combat 
area, you can wait six months after leav- 
ing that area before filing a return and 
making tax payments. 

If you withhold income taxes from your 
employes’ wages, you must give each 
employe a 1950 withholding slip not 
later than Jan. 31,1951. 

If you have regular household em- 
ployes or farm workers, you will be ex- 
pected to deduct a 1% per cent Social 
Security tax from their wages beginning 
January 1. You must match that tax and 
pay the full 3 per cent to the collector of 
internal revenue quarterly. First payment 
will be due April 30, 1951. 

For household help, use tax form 942 
in filing your quarterly pay-roll-tax re- 
turn. For farm help, use form 941. 
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in- >> Among the discoveries made by Secretary of State Dean Acheson on his quick 
by trip to Brussels in the interests of U.S. and European defense..... | 

War with Russia turns on the arming of Western Germany. This is the hottest 
he issue in Europe. It's being ducked, postponed. U.S. plans are set back. U.S. 
has blundered, European diplomats think, on German rearmament. Big Four talks 
ne are to buy time, if possible. West's defense effort is behind schedule, still 


too little, maybe too late. Soviet defense effort is in tiptop shape. 


BRUSSELS....LONDON....PARIS.,,.BONN.... 
| | 




















m- >> Story of the Brussels meeting is a story of Allied weakness, not strength. 


- On paper, Western powers have taken a big step in setting up a unified army 
re in Western Europe under General Eisenhower, in agreeing to arm West Germany. 
iis Actually, biggest, most important step was the decision--barely hinted at 


in the official communique--to go very slow in rearming the Germans. 
ff, In other words, European officials, if not U.S., take seriously the Soviet 





" warning that Russia won't tolerate West German rearming. Europeans are convincec 
a Russia is not bluffing. To go ahead in West Germany would mean war. Brussels 
ty says this showdown is to be avoided a while longer. The Allies are too weak. 

0 This is why you find the 12 Atlantic Pact powers authorizing U.S., Britain 
ur and France to "explore" the part West Germany "might" play in European defense. 
1 Russia, it's assumed, won't start a war over that. And the Big Four talks, 
le even if getting nowhere in particular, may at least buy a little more time. 


For the feeling at Brussels, as in Paris and London and Bonn these days, is 
Hil that these Big Four talks may be the last chance the Western powers have to see 
a- what diplomacy can do to avert World War III. Time left for diplomacy to work, 
” at that, may just be a matter of months--perhaps the next six months. 


at >> U.S. policies get much of the blame for this turn of events. 

. First U.S. mistake--as European diplomats see it--was to spring the plan to 

raise 10 West German divisions without first getting France's agreement. AS a 

sj result, France balked and forced both a compromise and a delay on the U.S. 
Second U.S. mistake was to brush off French objections as based primarily 

on fear of Germany. What French fear now is Russia, not Germany. 

. Third U.S. mistake was to assume ready acceptance by West Germany of U.S. 

il plans. West Germans, it now appears, are not at all enthusiastic about facing 

8 the Russians. The long U.S.-French debate, moreover, gave German politicians a 

golden opportunity to boost the price Allies must pay Germans for rearming. 

it Fourth U.S. mistake was the apparent assumption that Soviet opposition was 

> a a bluff, or not too risky. To Europeans, it doesn't look that way today. 

These are the reasons why some of Europe's most experienced diplomats will 

(over) 
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WORLDGRAM-- (Continued) 


tell you, in private, that U.S. handling of West German rearmament has proved a 
dangerous blunder. Problem now is to pick up the pieces, if possible. 


>> In Allied-German bargaining now beginning in Bonn..... 

Practically unlimited freedom is the price West Germans are asking before 
they raise an army. Odds are they'll get it. End of occupation, in effect, is 
in sight. What amounts to a separate peace with the West is in the making. 
Limits on production are expected to go. Lid is probably to come off West Ger- 
man output of chemicals, synthetic rubber, ball bearings. More U.S. troops to 
be located in West Germany have already been promised. New German armed force, 
if and when Germans start recruiting it, is to be equipped not only with light 
weapons but also with artillery, tanks, coast-defense vessels and a tactical air 
arm. And a high German officer will sit on General Eisenhower's planning staff. 




















>> But West Germany's politicians are clamoring for still more. 

They want West German troops organized in full ‘divisions, not smaller units, 
if that's the way others in the European army are organized. They ask the right 
to set up a defense ministry, as other nations have. They demand that German 
officers be permitted at high levels throughout the European army organization. 

Full equality, in short, is demandec in both a military and political sense. 

Whether France will give in on these demands is doubtful. Whether the West 
Germans will play ball unless these demands are met is alSo in some doubt. 

Biggest question of all, ef course, is whether Soviet Russia will in fact 
tolerate West German rearming even if the Allies and Germans actually begin it. 

You can expect months of bickering, months of critical tension. 














>> West Europe's defense build-up, at the same time, is far below the need. 
U.S. officials, pressing for speed, point to figures like these: Arms production 
and procurement by Western Europe, totaling 750 million dollars four years ago, 
is still only 1.5 billion; total defense spending that amounted to 4 billions 
four years ago is still only about 6.3 billions as of now. 

U.S. asks a much faster pace. But U.S. demands won't be met in full. 





>> Soviet Russia in effect has had a 5-year head start on the Allies. 
Soviet industrial production, fully recovered from war damage, is up about 
30 per cent over itsS prewar peak, with most of the gains in industries basic to 
war. Probably half the national income goes into armament and plant investment. 
U.S., producing three or four times as much steel as Russia, has recently 
put only about 2 million tons a year into arms, against Russia's 7 million tons. 
Russia, for another example, has no television industry to match that of 
the U.S. Instead, Soviet electronics production goes into things like radar. 
Soviet consumers are squeezed. Soviet armed might is in full bloom. 











>> Note these figures on Soviet production: Steel output, though only 28 per 
cent of U.S. production, is 12] per cent higher than in 1945. Coal production, 
54 per cent that of the U.S., is 58 per cent above 1940, 75 per cent over 1945. 
Qil--a Soviet weakness--is 21 per cent above prewar levels, but only 12 per cent 
of U.S. output. Electric=-power output, 22 per cent of U.S. output, is double 
what it was in 1945. Increase has gone into aluminum, chemicals, atomic energy. 
Timber output is lagging. But freight-car production now exceeds that of U.S. 
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People of the Week 





C. E. Wilson Braves Knocks of Top Job...He Fought ‘Wars’ 
Of Old WPB...A Production Expert With Businessmen’s Trust 


> Charles E. Wilson, the brawny, warm- 
ly human head of General Electric Co., 
is the latest in a succession of “assistant 
Presidents,” appointed to gear American 
resources, of men and materials, into a 
mightv war or defense effort. Mr. Wil- 
son’s predecessors found that their posi- 
tions brought them chiefly a_ buffeting 
from conflicting economic and _ political 
croups. Expectations are that he, too, 
soon will discover himself in a similar 
situation. 

Other “assistant Presidents” have been: 
James F. Byrnes, Economic Stabilizer 
during much of World War II, who 
finally resigned because of the pressures 
of his duties: Fred M. Vinson, who 
worked under Mr. Byrnes and later suc- 
ceeded him as top man in the wartime 
economic setup, and John W. Snyder, 
whose regime was notable principally 
for a quick shuffling off of wartime con- 
trols. 

Mr. Vinson and Mr. Byrnes served un- 
der President Roosevelt. As an unavoid- 
able consequence of his power, each 
built up a strong following. But Mr. 
Roosevelt had a way of shifting his top 
wartime assistants about to keep any 
from growing too powerful. 

Mr. Wilson, 64, nonpolitical,.a man 
who makes quick decisions and then 
fights for them, comes in under a Presi- 
dent less likely to take notice of such a 
situation. Moreover he has much more 
power than anv of his predecessors. As 
Executive Vice Chairman of the old War 
Production Board he learned how rugged 
Washington’s constant infighting can be. 
He bears many scars from the battle of 
WPB. Before taking his new job he in- 
sisted that his powers be made clear and 
complete. 

As a result, he is in charge of all pro- 
duction for both the military and for 
civilians. He can say what products a firm 
may turn out and in what quantity. He 
has power to control prices, wages, mili- 
tary procurement and the uses to which 
man power is put. Thus, he is a natural 
target for labor and business groups that 
may think they are getting less than their 
shares. And the possibilities of disagree- 
ment with the military services are vir- 
tually endless. 

“No” man. Mr. Wilson can say “no,” 
and stick to it, a necessary qualification 
for his post. He has fought his way up- 
ward from a boyhood in New York City’s 
brawling Hell’s Kitchen area to the presi- 
dency of a great corporation by forming 
his own opinions and insisting on them. 

But business, including “big business,” 
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obviously will get a break under Wilson. 
He has defended “big business” as vital 
to the nation. In the case of his own Gen- 
eral Electric, he also has defended high 
profits that result from a large volume of 
sales, a doctrine that he may apply to his 
price policies. 

Mr. Wilson is expected, however, to 
devote himself principally to production, 
the field he knows best. His first atten- 
tion probably will go to stirring up the 
lagging tank-production program and 
putting more speed into the reactivation 
of war-built  synthetic-rubber _ plants, 
which are coming out of the moth balls 
too slowly to suit some critics. 

Prices, wages, procurement, man pow- 
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CHARLES E. WILSON 
. . . power plus confidence 


er he probably will turn over to others, 
possibly officials of his own choice. He 
will retain general supervision, a veto 
power, but General Electric associates say 
Wilson is skillful at delegating authority 
without attaching too many hampering 
strings. 

His own estimate of the situation just 
before taking office was that defense 
spending would rise to 46 billion dollars 
in 1952, and slope off to 41 billion in 
1953. He expects full employment 
through this period, with some lengthen- 
ing of the work week and a continued ex- 
pansion of industry through 1953. 

There will be plenty of electric power, 
he says, if power generating and dis- 
tributing equipment now on order is built 
and installed on schedule. He obviously 


will see to it that materials needed for 
this program are not diverted. 

Production man. At 13, Wilson began 
his career in electrical manufacturing as 
office boy for a small company in New 
York. Three vears later this firm was ab- 
sorbed by General Electric and he was 
on his way. His rise was steady. He 
brought in new production methods. At 
54, he was president of the company. He 
began at $3 a week, was making $275,- 
000 a year in salary and bonuses when 
he lett for his new $22,500 job as chief 
defense mobilizer. 

In 1942, Mr. Wilson was called to 
WPB to put more life into the aircraft 
production program. He stayed on, re- 
luctantly, weathered a series of lusty 
controversies and emerged in control of 
all production. At the same time, Chair- 
man Donald E. Nelson was nominally 
his superior officer. 

This created a difficult situation. Mr. 
Wilson accused members of Mr. Nelson’s 
staff of gossiping to newspapermen and 
spreading false stories about him, of try- 
ing to undercut him generally. In August, 
1944, Wilson explosively resigned. Nel- 
son did not last much longer. 

The new mobilization chief is a mas- 
sive 6-foot-2, quick thinking and _ phys- 
ically vigorous. He can be trigger-tem- 
pered, and he inclines to speak his mind 
abruptly in a deep, raspy voice. But he 
is a friendly person, likes to have people 
about him and people usually like him. 
His friends in GE say that he always re- 
members that the company is not only 
a vast corporation but also an organiza- 
tion of human beings. 

Wilson’s labor relations have not al- 
ways been smooth, in part because for 
years he had to deal with a Commu- 
nist-influenced union and more recently 
with two warring unions. He tries to 
minimize labor troubles and keep every- 
one working together. 

“T don’t know what they mean by man- 
agement,” he says. “I regard myself as an 
employe of the corporation like the 
sweeper in the factory. Only, I have a 
few more headaches and get more money 
for it, most of which is taken away by 
taxes, anyway.” 

Confidence. Mr. Wilson’s friends see 
little possibility that he may go the way 
of past “assistant Presidents.” He has two 
advantages over his predecessors. He has 
power commensurate with his job. And 
he has the confidence of the business 
community. Businessmen now are looking 
to Mr., Wilson for leadership and are 
confident that it will be forthcoming. 


29 











FUTURE OF THE HIGHWAYS 


AN 


INTERVIEW WITH THOMAS H. MACDONALD 


U.S. Commissioner of Public Roads 





EDITOR’S NOTE: The U.S. Government has just 
allotted to States $500,000,000 as aid for roads in 
the year to June 30, 1952. This is twice the pre- 
war amount, yet far from enough. 

Cities are strangling on traffic, highways are 
deteriorating, accidents increasing. 

To learn the answers to these problems, U.S. 
News & World Report invited to its conference 
rooms the man with more road experience than 
anyone else in the world—Commissioner Thomas 
H. MacDonald. The interview follows. 








THOMAS H. MACDONALD has been in charge of 
federal road building for 31 of his 69 years. 

He was born in Colorado and was graduated 
from Iowa State College as a civil engineer. 

Fifteen years with the Iowa Highway Commis- 
sion preceded his appointment in 1919 as chief 
of the Bureau of Public Roads, then just getting 
under way the program of federal-State co-opera- 
tion in road building. Ever since, he has directed 
that program and its research into physical and 
economic problems of roads. 








Q How much would you estimate, Mr. MacDonald, 
is being spent in this country on the construction and 
maintenance of roads? 

A About 3.7 billion dollars for 1949. 

Q And yet we do not have enough good roads? 

A No. The Bureau of Public Roads, the State high- 
way departments and the Highway Research Board 
have placed the annual requirements at not less than 
4.25 billions a year. 

Q What would you need that money for? 

A For the rehabilitation of our main highways, 
principally. Of these the system of interstate highways 
is outstanding in importance, and currently the defi- 
ciencies of this system are most serious. The system 
forms a connected net, transcontinental and serving 
the most traffic of interstate character. It comprises 
37,000 miles of arterial routes. 

We have a mile-by-mile analysis of the deficiencies 
of the system. To improve it to the standards that 
would be safe for present-day traffic would require, at 
the 1948 level of prices, 11 billion dollars. It is star- 
tling to have the evidence that a system limited to 
about 1 per cent of the whole road system of the coun- 
try requires 11 billion dollars to bring it to standards 
that are required by present-day traffic. 

Q And that traffic is growing, isn’t it? 

A Yes. In 1940, traffic on all rural roads and city 
streets totaled 302 billion vehicle-miles and, in 1949, 
424 billion vehicle-miles—an increase of 40 per cent. 
Traffic-volume predictions have fallen far short of the 
realized figures. In typical areas in 1950 we are actu- 
ally experiencing more traffic than was predicted for 
1960. 

Q Why should it cost so much money? 

A It is a very large mileage, and there will also be 
about 3,000 miles of urban connections. Included in 


the deficiencies are the roads that need to be stepped 
up from two-lane to four-lane roads. 

Q Are they express highways? 

A These would be largely express highways, in the 
metropolitan areas and extending out from them. 

Q Would you dod¢ée cities, pretty much? 

A No. 

Q How would you get through them? 

A By the improvement of arterial roads. The im- 
provement of the city arterials is a part of our cur- 
rent program under the federal-aid urban fund. 
Our over-all federal-aid authorization is divided 
25 per cent to urban highways, 30 per cent for second- 
ary rural roads and 45 per cent for the main primary 
highways. 

Q Where does the bulk of the 3.7 billion dollars go 
—in materials or labor? 

A The total expenditure of 3.7 billion dollars is di- 
vided three ways—maintenance, about 35 per cent; 
construction, about 54 per cent: administration and 
fixed charges, about 11 per cent. Labor amounts to 
about 35 per cent of the total as a national average, 
materials about 23 per cent. There is a wide variation 
for individual States. 

Q Where does the rest of it go? 

A Largely for equipment, direct and indirect. 

Q How much does a mile of highway cost? 

A The average cost of a concrete paved road of two 
12-foot lanes is about $90,000. 

Q That price is going up too, isn’t it? 

A Prices reached their peak in the fourth quarter 
of 1948—more than double the 1940 prices, which 
were the lowest since 1932. Early 1950 prices were 
about 12 per cent lower than the 1948 top. In the third 
quarter of 1950 prices began advancing again. 

Q Do you think we need a new system of roads for 
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Role of Expressways in War... Use of Gas Tax Unfair 


To Motorists .. . Interstate 


the heavy trucks, or can we build strong enough roads 
to carry trucks and cars? 

A We can build roads strong enough for both if 
the recommendations of the American Association of 
State Highway Officials as to size and weight are made 
effective and the laws enforced. Actually, our durable 
pavement types were developed from early tests of 
their structual capacity to carry loads. 

The conclusion from all these tests and investiga- 
tions was that the thickness required for the support 
of the heaviest vehicles that were operated until just 
a few years ago would be from 8 to 10 inches, which is 
about the thickness of most of our existing concrete 
roads. We are firmly of the opinion that, with reason- 
ably good subgrades under them, they are adequate 
for an axle load within the 18,000-pound limit, which 
is the legal limit in about two thirds of the States. 

Q Then you don’t think we need a separate system 
of roads for the trucks? 

A No. 

Q Do the trucks carry their full share of the main- 
tenance and original cost of these highways? 

A That is a question that can’t be answered now. 
We don’t have enough precise information. If you 
limit the question as to whether the users of motor 
vehicles are paying the road bill, that can be an- 
swered. We collected from the road user in 1948, in- 
cluding the federal excise taxes paid by road users, 
about 115 per cent of our road expenditures. 

Q What proportion of that came from trucks? 

A About one third of it came from trucks in 1948. 


Vehicles’ Share of Road Costs 

Q Then the truck people are getting the advantage 
of the contribution of the other road users? 

A I think that is a fair conclusion. Because of the 
very large number of participants in the total road 
bill the cost per vehicle is quite low. We are not put- 
ting a large enough percentage of the cost of owning 
and operating a vehicle into tke building of roads. 
That is, the taxes paid on gas and the registration fees 
are not a high enough percentage of the total owner- 
ship and operating costs. The breakdown is about 10 
per cent for roads and 90 per cent for ownership and 
maintenance and operation. 

Q Are all the States taxing gasoline? 

A Yes. The average gasoline tax, which is the main 
tax, is about 4.52 cents per gallon. 

Q Does that include the federal? 

A No. The federal tax is 1.5 cents. 

Q Do you think it should be in one or the other? 

A I think the federal gas tax should be maintained 





System Needs Tl! Billions 
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THOMAS H. MACDONALD 





as a support for the federal highway contribution. 
But I think the federal excise taxes are unfair to the 
road user because they are bringing in 1.3 billion dol- 
lars a year now, and last year we paid out to the 
States only about 400 million. 

In 1934 Congress said since it is unfair to tax the 
user of the highways unless the revenue is used for 
road improvement, any State that diverts motor-user 
income will be penalized under the Federal Highway 
Act, but the Federal Government diverts more than 
the States. Nine per cent is the percentage of the 
States’ road-use income that is diverted. 

Q The federal diversion is about two thirds? 

A Yes. 

Q Does the modern superspeed highway promote 
or impair public safety on the highways? 

A It very indefinitely promotes it. 

Q Even though such highways encourage high 
speeds? 

A Such highways do not encourage high speeds by 
the large majority of drivers. Their great advantage is 
elimination of delays. The controlled-access, free-flow- 
ing highway, without cross traffic at grade, permits 
a reasonable constant speed, which satisfies most 
drivers. Both the capacity and safety records of these 


(Continued on page 32) 
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.-- “Overloading of trucks main cause of road wear” 


modern expressways are excellent. The 1949 fatality 
rate for all highways was 7.4 deaths per 100 million 
vehicle-miles. For the Arroyo Seco Parkway the rate 
was 0.6 deaths per 100 million vehicle-miles for the 
period between January, 1948, and July, 1950. 

Q There was an idea once of covering the whole 
country with belt highways. Is that idea bad? 

A The idea is still alive in the concept of the inter- 
state system that I spoke about—the 37,000 miles. It 
is a national system of radial roads leading out from 
and connecting the industrial and farming areas. For 
example, Chicago is the focal point for major routes 
which fan out like rays, and the pattern is typical of 
all cities. We estimate that this system, which includes 
only a little more than 1 per cent of the road mileage, 
will carry about 20 per cent of the rural traffic. 


Long, Heavy Hauls Not Wanted 

Q What effect do you think the airplane and rail- 
roads will have on the roads? 

A We have always regarded the highway as a local 
facility supplementary to both rail and air transport. 
We have never tried to promote long-distance use. 
The long-distance route becomes a chief objective to 
the extent that we would need a system of efficient 
national routes in time of war. and also for the move- 
ment of perishable commodities, where time is an im- 
portant element. 

Otherwise we doubt if the roads should be sub- 
jected to use for heavy and nonperishable freight for 
long distances. We think that the migration of such 
freight from the railroads to the highways results from 
the factors of time and service. The merchant, for 
example, can order a truckload of goods say from 
New York to Atlanta, have it leave New York one day 
and arrive in Atlanta 36 hours later. He would have 
to expect a lapse of six or seven days if it were shipped 
by rail. We think that the time element and the con- 
venience of door-to-door service will cause continuing 
use of trucks instead of railroads unless these two 
problems are met. We are not happy about some of 
the change that is occurring. We would like to get the 
long-distance traffic off the roads except to the extent 
that it is desirable in the public interest, as in the 
movement of perishable foodstuffs—for example, the 
distribution of citrus fruits over the country. 

Q What effect may the airplane have on the roads? 

A We are working with the Civil Aeronautics peo- 
ple now to develop arterial highways to serve the air- 
ports. We are content to stay in the field of local 
service to supplement air transport and to stay out of 
the field of long-distance service, except that we can’t 
drop construction below the minimum required by 
the Army for defense needs. 

Q Then you are not promoting the superhighways 
to go straight across the country? 

A No. We are promoting the interstate highway 
system. That system will provide transcontinental 


roads, but a route of the system might be a six or 
eight-lane highway in New York and a two-lane high- 
way in Nevada. Design of the improvements should 
be adjusted to the amount of traffic along the way. 
The most serious need for expressways is in the metro- 
politan areas. 

Q What do you think of toll roads? 

A We have been opposed to toll roads as presently 
conceived for two reasons. The first is, they do not 
remedy the most acute congestion problems, inside 
and near cities. The second reason is that we oppose 
the building of toll roads upon a revenue-bond basis, 
because the interest rate on these bonds costs about 
double the interest rate of bonds backed by the full 
faith and credit of the State. 

If the expensive process of revenue bonds is used to 
pay for the road, the road user not only pays for it 
twice. so far as the interest rates are concerned, but he 
pays for it a third time in the gasoline tax he pays on 
the gasoline consumed. 

Q Is the Pennsylvania Turnpike exceptional? 

A That is a question that only additional time will 
answer. The first 160-mile section of the Pennsylvania 
Turnpike serves a very useful purpose. It received a 
subsidy of 45 per cent of the cost. It was built at the 
lowest level of prices that we have had in recent years 
and is so designed with relation to the mountain ter- 
rain and the routes that go over the mountains that 
the truckers can better afford to pay the toll than go 
over the mountains on the free roads. How the exten- 
sions will fare is another matter. 


Controlling Truck Overloads 

Q Is overloading of trucks the main problem in 
wearing out roads? 

A Yes, it is. 

Q Will the States ever be able to control the 
truckers adequately, or may a federal law be nec- 
essary? 

A I think the States will be able to control the vio- 
lators since they own only a small fraction of the 
trucks in operation. Strangely enough, less than 2 per 
cent of the trucks carry loads in excess of the State 
gross load limits. Actually our problem is not the 
gross loads, it is the concentration of loads on the 
axles. The Association of State Highway Officials has 
a code of weights and sizes which is approved for gen- 
eral use. It has a limitation of 18,000 pounds per axle. 
We believe that the designs we are using will prove 
adequate for that 18,000-pound maximum. We can 
carry as heavy loads as are necessary on the roads by 
more axles and wheels to spread the load. 

Q To what extent have the States adopted those 
limitations? 

A All of the States have limitations, but some have 
higher limits—a few have between 18,000 and 20,000 
and a few have 22,000 pounds for axle loads. Most of 
the States conform to the 18,000 maximum. 
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_.. “First problem, city congestion; second, parking” 


Q About one truck in 20 is overloaded? 

A Only 5 per cent show a violation of any State 
weight limit, and that comes from a pretty large 
sample of last year’s weighing of about 119,000 
trucks. 

Q One overloaded truck can do more damage than 
a great deal of properly loaded traffic, can’t it? 

A Yes, it’s the very small percentage of overloads, 
particularly overloads on axles or groups of axles, 
that causes the damage. 

Q Truck tonnage has dropped since 1946, hasn't it? 

A No. It has doubled since just before the war. 


Public Land for Parking 

Q What other weaknesses do you see in our high- 
ways? 

A Parking is a major problem. We believe that the 
only possible solution is for the public to provide the 
land necessary. 

Q Would it be underground? 

A It would be necessary to get enough land and to 
hold it for that purpose. It is very important for in- 
vestments in business areas, because parking facilities 
stabilize business properties. It is not possible to 
stabilize business properties without parking facilities. 
This is shown by the transfer of downtown busi- 
ness to the suburbs, predicated on better parking 
conditions. 

Stability of the focal center of a city can be given 
by securing and holding land in perpetuity for park- 
ing. The public should not develop the land, but 
simply hold and lease the land at a low rate. The ques- 
tion of underground or aboveground facilities would 
be determined by the relative cost for each under- 
taking. 

Q Who would do the leasing and operating—some 
private interests? 

A Yes. 

Q Would you charge the business community for 
it? 

A I would make that a part of the cost of the de- 
velopment of the highway system. 

Q Do you plan to take that into consideration in 
taking a superhighway into a downtown section? 

A We are trying to do that. We will have some in- 
formation on the subject within a short time. We are 
working with the State Highway Department of Texas 
in examining what is happening to land values in 
Houston. A freeway was built beginning at the heart 
of Houston and extending six miles into the suburban 
areas, on the route to Dallas. We estimated that high- 
way would carry not less than 18,000 vehicles daily. 
When it was opened it carried 32,000 vehicles and 
within a year of its opening it was carrying 50,000 and 
two months later 62,000 per day. 

The design is two 3-lane highways, and paralleling 
on the sides are service roads serving the business 
communities. Parcels of land which were rated at 


about 6 cents per square foot when the road was built 
have jumped to 60 or 70 cents a square foot, and I 
think will be used for jobber purposes. There is no 
reason for the stores downtown to store refrigerators, 
stoves and such goods that can be delivered from 
warehouses. If they have a warehouse or jobbing 
house along this road it would be more convenient, 
particularly if it is on a railroad spur also. They could 
have a downtown salesroom in the center of the busi- 
ness district. I think that is going to be the character 
of the development within the city. I can see no good 
reason for carrying large stocks in the city stores. It 
would take truck movements out of the downtown 
area and give easy access to the rest of the town. We 
know that that highway has taken 40 per cent of the 
traffic off local parallel streets. 

Q Wouldn't the trucks have to go through the city 
anyway in delivering to those on the other side? 

A Yes. But half the delivery movement to the cus- 
tomer and all of the delivery to the store and loading 
to move goods away would be eliminated. We are 
making a study of the land values along that highway 
to determine what the actual changes are and also 
whether there isn’t enough increase in property values 
to pay a considerable part of the cost. Our difficulty 
is in recapturing the increase in values which comes 
after the expenditure has been made. 


Trucks’ Effect on Safety 

Q Have you studied whether there is any difference 
in safety on intercity highways when trucks are using 
the highways and when they aren't? 

A We have made studies and I think the answer is, 
“Yes, there is a difference.”” The studies have been 
long and in great detail as to the safety of the truck 
operations themselves. Our efforts were directed to- 
ward the adequacy of brakes and whether their main- 


tenance was reasonably good. On the heavy trucks I° 


think we could say that neither is satisfactory. 

Brakes do not stop the heavier vehicles within the 
legal limits usually prescribed by the State laws, and 
the maintenance is, in general, poor. So long as this 
condition prevails there is no question that there 
are certain hazards on the road that has a large 
number of trucks that are greater than hazards of 
other roads. 

But long-distance trucking is not the major high- 
way problem. If I were rating highway problems in 
their order of urgency, I would place first city con- 
gestion, which can only be remedied by an adequate 
system of arterial, controlled-access roads: and, sec- 
ond, lack of parking facilities permanently secured. 
Plans for remedying things in any city ought to be 
based on knowledge of traffic patterns, obtained by 
house-to-house sampling and other techniques. A 
large percentage of the population uses the highways, 
and we must avoid regimenting them along lines 
based on mere speculation or theory. 
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(This article represents the result of an extensive 
research on a problem of outstanding importance) 
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CONSUMERS TO BUY MORE 


Fewer Durables, But Lots of Soft Goods 


A shift in trade will be no- 
ticed by retailers in 1951. But 
there will be no shortage of cus- 
tomers for most things. 

Business will drop for auto 
and appliance dealers, furniture 
stores, chiefly because output of 
these items will decline. Grocers, 
clothiers, department stores can 
look for more sales. 

War can upset every’hing. But, 
as it stands, retailers are to find 
customers in a buying mood, and 
with money to spend. 


People probably are going to buy 
just as much from retail stores in 1951 
as they did in 1950, barring all-out 
war. They will shift their emphasis 
from hard goods to soft goods but, as 
things look now, no group of store- 
keepers faces any drastic fall in dollar 
volume. In 1952, total sales are due 
to increas: 

The buying rush that followed the out- 
break of war in Korea is not likely 
to be repeated. Since August, in 
fact, sales have declined in auto- 
mobiles, appliances, building mate- 
rials, hardware and furniture. That 
decline will continue because fewer 
of these things will be produced, 
but trade in durable-goods stores 
still promises to be brisk by any 
standards except those of 1950. 
The war program as now planned 
will not cut consumers off com- 
pletely from these supplies. 

In soft-goods lines—food, cloth- 
ing, gasoline, liquor, tobacco—sales 
are likely to boom. Stores that con- 
centrate in these lines did not do as 
well in either 1949 or 1950 as they 
did in 1948. Now customers are ex- 
pected to come trooping back to 
lift sales to record levels. Supplies 
of most nondurable items are ex- 
pected to be ample, prices will be 
higher and cash registers will ring. 

The trade outlook for the 
period ahead, through mid-1952, is 
portrayed in the chart on page 35. 
Total retail sales in 1950 hit a rec- 
ord of 140 billion dollars. In the 
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coming year—1951—sales are expected to 
stay close to that level. In 1952, sales 
promise to hit an all-time record rate of 
143 billion dollars. That is the prospect 
unless full-scale war comes and civilians 
are cut back more than now is indicated. 

Chief reason why retail stores can ex- 
pect an increase in total sales is that peo- 
ple are going to have more money to 
spend. Taxes are higher now than last 
summer and probably are going up fur- 
ther, but it is likely that incomes will 
rise faster than taxes. In 1950, the Ameri- 
can people as a whole had approximate- 
ly 202 billion dollars to spend, after taxes. 
In 1951, their income, after taxes, prob- 
ably will approach 218 billion dollars. 
By a conservative estimate, they can be 
expected to spend just as much in stores 
as in the past year. In 1952, given limited 
war, both income and purchases promise 
to rise. 

Buying volume, however, appears def- 
initely headed for a shift. Automobile 
dealers, appliance, furniture and_hard- 
ware stores cashed in on the 1950 boom. 
Sales in durable-goods stores jumped 
from 40 billion dollars in 1949 to more 
than 48 billion dollars in 1950. Stores in 
other lines didn’t do so well. Their sales 
jumped from 88 billion to 91 billion dol- 





RUN ON SOFT GOODS 
. cash registers will ring 
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lars, but still fell short of the 1948 ree. 
ord of 92 billion dollars. In the period 
ahead, the situation will reverse. The 
sales increase will be reflected chiefly in 
nondurable lines. 

In specific stores, the following 
sales outlook is indicated: 

Auto dealers will not have so many 
cars to sell as in 1950. Manufacturers 
produced more than 6.5 million passenger 
cars in 1950 and do not expect to reach 
5 million cars in 1951. A sales year of 4 
to 5 million cars, however, does not spell 
depression for auto dealers. 

In dollar terms, the outlook for dealers 
is a decline from 28.2 billion dollars 
worth of cars in 1950 to 21.8 billion in 
1951 and probably to 20 billion a year 
for the first half of 1952. At that point 
car sales may stabilize, since there will 
be a larger output of basic materials, par- 
ticularly steel, and perhaps some decline 
in Government stockpiling needs. Auto 
output is to decline because defense re- 
quires more materials. 

Hardware stores and building mate- 
rial dealers also can expect a drop in 
sales because of the coming decline in 
home building. In 1950, this group of 
businessmen chalked up sales of nearly 
11.5 billion. Sales probably will drop 
to a 10-billion-dollar rate by mid- 
1951, and will steady there unless 
war activity steps up faster than 
expected. 

Furniture stores and stores <leal- 
ing in refrigerators, radios, tele- 
vision sets and other appliances 
face a rather sharp drop in busi- 
ness. They sold nearly 8 billion dol- 
lars’ worth of goods in 1950. Now 
output of all of these items is sched- 
uled to be cut back. Inventories, 
however, are fairly large, so sales 
probably will hold up in the first 
half of 1951 and begin to slip at 
mid-year. 

For 1951 as a whole, furniture 
and appliance sales are likely to 
total 7.3 billion dollars. They prob- 
ably will slip to 6.5 billion a yeat 
for the first half of 1952 and, at 
that rate, will about equal 1949. 

Jewelry stores are the one 
group among durable-goods dealers 
that can count on rising sales. They 
profited from the curtailment of 
other hard goods during the period 
of World War II and can expect 
to repeat. The stepped-up marriage 
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Civilian Buying to Rise 
Even With Increased Arms Spending 


Ver & 
1947 


1946 


rate since the Korean outbreak adds to 
jewelry-store prospects. 

Jewelry sales topped 1.3 billion dollars 
a year in 1946 and 1947 for a record, 
then dropped to around a billion. They 
are climbing sharply now and, in 1951, 
probably will exceed 1.3 billion again. 
In the first half of 1952, sales of jewelry 
stores are indicated at a 1.5-billion-dollar 
rate. 

Retailers who deal in soft-goods lines 
are the ones that can count most strongly 
on increasing sales. 

Department stores, mail-order houses 
and other stores dealing in general mer- 
chandise appear headed for a sales vol- 
ume that will top the record 1948 year. 
Sales in 1951 probably will reach 18 bil- 
lion dollars, a billion more than 1948, 
and are likely to rise another billion in 
1952. In 1950, the sales volume was 
around 16.5 billion for this group. 


Clothing stores have been in a gently 


rising sales trend for a year and can ex- 
pect to continue that trend. Sales in 1950 
totaled 9.2 billion dollars. They prob- 
ably will reach 10 billion in 1951 and 
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rise above 10.5 billion a year for the first 
half of 1952. 

Apparel sales will benefit from in- 
creases in consumer incomes, increased 
output of textile mills and a smaller sup- 
ply of durable goods, which have been 
attracting the consumer dollar in recent 
years. 

Grocers and butchers look forward 
to a record dollar volume of business. 
Prices are expected to go on rising, and 
food supplies promise to be abundant. 
Moreover, people will have money to 
spend and in that situation they usually 
increase food purchases. 

Food-store sales, swelled by post-Ko- 
rean panic buying, reached 31.5 billion 
dollars in 1950. They are likely to rise by 
3 billion to a total of 34.5 billion dollars 
in 1951 and go on rising to a rate of al- 
most 36 billion a year in 1952. Food 
prices, on the whole, can rise consider- 
ably before the Government can move in 
with controls under present law. 

Restaurants and other eating and 
drinking places face the same prospect as 
food stores. With the armed forces grow- 
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ing, more people will be traveling about. 
With more women employed, more meals 
will be eaten away from home. The 
prospect is for sales of nearly 13 billion 
in 1951, against an 11-billion-dollar vol- 
ume in 1950. The rise in volume can be 
expected to continue into 1952. 

Drugstore sales, at 3.5 to 3.7 billion 
dollars a year since the end of World 
War II, can count on a moderate increase, 
probably to 4 billion in 1951 and a rate 
of 4.2 billion in the first half of 1952. 

Filling stations probably will not be 
plagued by gasoline rationing in the 
months ahead and also can count on a 
moderate rise in sales, probably to 7 
billion dollars in 1951 and 1952, from 
6.7 billion in 1950. It’s unlikely, how- 
ever, that filling stations’ sales again will 
bulge with the scare buying of tires that 
occurred last summer. The tire supply is 
not to be that large. 

The retail business, on the 
promises to keep up the record sales vol- 
ume recorded in 1950, unless a spreading 
war brings cutbacks and rationing that, 
today, are neither expected nor planned. 
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HOW WAGES STILL CAN GO UP 


Railroad wages, raised with 
White House approval, offer a 
clue to what's ahead when sta- 
bilizers write long-range rules. 

There will be room for wages 
to move up as living costs rise. 
Long-term contracts will act as a 
brake on strikes. 

Inflation will continue, but the 
pace will be slower. Wage con- 
trols will be loose until the rules 
are tightened on prices. 


Government stabilizers, sitting back 
to watch the results of their voluntary 
price “freeze,” now are looking for a 
way to control wages. Their thinking 
follows these lines: 

No rigid freeze on wages is planned 
for the long haul. Wages are to move up 
as prices rise. The White House, in pro- 
moting a railroad settlement that in- 
cludes a cost-of-living wage clause, tips 
off industry and labor that any long-range 
wage policy is expected to allow this type 
of increase. 

Labor peace can best be assured, 
Government planners think, if wages are 
allowed to edge up from time to time. 
Some officials are swinging around to the 
idea that a no-strike pledge will not be 
needed immediately if a fairly loose wage 
policy is adopted. 

Long-term contracts, as in autos and 
in railroads, give the same promise of 
labor peace that would come from a no- 
strike pledge. Rail unions by contract 
now agree not to strike tor three years. 
The auto industry is assured by its con- 
tracts of a five-vear period of peaceful 
labor relations, if wage clauses of the 
contracts are not set aside by Govern- 
ment. 

Production ot may be 
slowed up, some officials believe, if long- 
term contracts are voided. Employers 
and unions take the position that the con- 
tracts would be voided if wage clauses 
are ruled out by the Government. This 
could lead to worker unrest and possibly 
strikes, delaying production. 

Creeping inflation will result from 
cost-of-living adjustments, officials ad- 
mit, since higher wages will tend to push 
up prices. 

With all that in mind, the Wage Sta- 
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Pattern for Raises, 


bilization Board is starting to consider a 
long-range wage policy. The Board, 
headed by Cyrus S. Ching, believes that 
a careful study is required, and that this 
will take several weeks at least. There is 
no intention to rush out with a temporary 
wage formula for industry in general, to 
accompany the voluntary price freeze. 
The Board wants to take testimony from 
labor and industry spokesmen before 
drafting the policy. 

For autos, the WSB unanimously rec- 
ommended a temporary wage freeze, ef- 
fective only to March | as in the case 
of the mandatory price freeze ordered 
earlier. The Board’s recommendation, 
handed to Stabilization Administrator 
Alan Valentine, pointed out that existing 
contracts covering most of the industry’s 
workers do not permit any general wage 
increases before March 1. That is the 
date when any cost-of-living raise would 
become effective under the agreements. 

A general formula on wages, when 
finally issued, is to cover this question of 
cost-of-living clauses in the auto indus- 
try and elsewhere. 

Cost-of-living raises seem likely to 
win Board approval in any long-range 
Officials will hesitate to set 


program. 





GOVERNMENT STABILIZERS MEET THE AUTO INDUSTRY 


Despite Talk of Freeze 


aside living-cost pay clauses while food 
prices and rents are not under firm con- 
trol. 

These wage clauses covered about a 
million workers even before they were 
extended to railroads last week. With 
White House blessing, the rail agreement 
brought an additional 300,000 workers 
under this type of provision. They are 
the crews who operate the trains. A mil- 
lion other railroad employes too, the non- 
operating groups, may get such cost-of- 
living agreements. 

With so many workers covered by 
cost-of-living agreements, stabilization of. 
ficials know that setting aside the clauses 
would bring a storm of protest. They 
also considered it significant that John 
R. Steelman, Assistant to the President, 
proposed the cost-of-living clause as part 
of his formula for settling the rail dispute. 
This gave added support to the auto- 
industry demands that this kind of wage 
increase be allowed to continue. 

Annual raises based on_ increased 
productivity did not get as big a boost 
from the White House, however. The 
Steelman-engineered rail settlement did 
not provide for immediate productivity 
increases but provided a possible way to 








Wage Stabilization Board members: (front row, left to right) Industry's J. Ward 
Keener, Chairman Cyrus Ching and Labor's Elmer Walker. Union and management 
men: (back row) John Livingston of UAW, Emil Mazey of UAW, John Bugas of 


Ford, Harry Anderson of General Motors, 


and Robert Conder of Chrysler. 
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include them later. If Government wage 
rules allow workers in general to get pay 
raises for improved productivity, the rail 
unions can ask for another wage increase 
in mid-1952. The amount will be fixed 
by a referee if the carriers and unions do 
not agree, but there can be no strike over 
the issue. 

The steel agreement that recently 
gave CIO unions about 10 per cent in 
raises has been under consideration as a 
stopgap formula in working out controls. 
Some officials favor allowing unions that 
much if they have not had it since June. 

In railroads, the settlement won by 
the operating unions was the first they 
had received since 1948. Yard crews get 
raises of 23 cents an hour, retroactive to 
October 1. Also, they are to get 2 cents 
an hour more on January |. Crews oper- 
ating the trains in road service get an 
increase of 5 cents as of last October, 
plus another 5 cents in January. The 
cost-of-living adjustments, starting April 
1, will amount to 1 cent an hour for 
each 1-point rise or fall of the cost-of- 
living index. 

Yardmen get larger raises at the start 
because their work week eventually is to 
be cut to 40 hours. Road-service crews 
generally work only 40 hours. The vard 
employes will remain on a 48-hour sched- 
ule at least until 1952 because of the 
man-power shortage, and they will re- 
ceive straight-time pay for the sixth day 
each week, as at present. When schedules 
are cut to 40 hours, an additional raise of 
4 cents an hour is to be given. This gives 
them a total raise of 29 cents, only 2 cents 
below their original demand, on top of 
any living-cost raises. 


LEEWAY FOR SALARIES 


A Prior Record of Increases Will Be a Help 


Employers and salaried workers are 
wondering how wage-control rules will 
affect the pay envelopes of executives, 
supervisors and white-collar employes. 
In general, the following questions and 
answers show what to expect: 

Will salaries be stabilized along with 
wages of hourly-rated employes? 

Yes. Any general wage-control pro- 
gram is to apply to salaries, too, under 
terms of the Defense Production Act. 

Does this mean that no salary in- 
creases will be permitted? 

No. As in case of wages. some leeway 
is expected to be allowed under any 
long-run policy. An employer will be able 
to give some increases without Govern- 
ment approval. Other types of raises 
must be authorized by stabilization off- 
cials. 

Are there some advance steps that 
empleyers can take, ahead of salary 
controls? 

Salary increases announced prior to the 
actual starting date of a salary-freeze 
order are likely to remain in effect if 
stabilizers follow practices of World War 
II. Salaries were not rolled back. 

What else can be done in advance? 

Employers who adopt a definite sched- 
ule of salary ranges will find it easier 
to give raises when controls start. The 
schedules should list the range of sal- 
aries to be paid for particular jobs or 
tvpes of work. Then, an employer can 
increase the pay of an employe within 





UNION OFFICIALS MEET THE PRESIDENT 
(Front row, left to right) G. E. Leighty of Railroad Telegraphers, Walter Reuther of 





-Acme 


UAW, Philip Murray of ClO, William Green of AFL, and Al Hayes of Machinists. 


(Back row) George Harrison of Railway Clerks, Jacob Potofsky of Clothing Work- 


ers, Daniel Tracy of Electrical Workers, and James Carey of CIO. 
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the range for his job, without asking ap- 
proval in each individual’s case. 

Can workers get more pay when pro- 
moted? 

An employer will be allowed to raise 
the salary of a worker or supervisor who 
is moved up into a job of greater re- 
sponsibility or skill. If rate schedules are 
in effect, he can be given the starting 
rate for the better job. The emplover 
will not need to seek Government 
proval on each promotion. 

How about merit increases? 

They will be allowed, presumalb)y 
as long as they are reasonable. Advance 
permission of stabilization officials prob- 
ably will not be needed. 

Could salaries be raised once a year 
or on some other regular basis? 

If an employer has an established 
svstem of increasing salaries regularly, 
for length of service, he can continue 
to keep the plan in effect without 
seeking approval for individual raises 

Is it necessary to have a written plan 
for salary increases, to avoid going in 
for approval every time? 

A written plan will save a lot of trouble. 
However, in World War II, employers 
were permitted to boost salaries without 
seeking Government approval if they 
were prepared to prove that the raises 
were in accordance with established cus- 
toms of the firm. This sometimes meant 
that they had to produce old pay-roll 
records. 

What about bonus plans? 

A firm that has established a plan tor 
annual bonuses will be allowed to con- 
tinue the plan in operation. To set up a 
new plan, an employer probably will 
have to seek official approval. 

What happens to cost-of-living allow- 
ances for salaried workers? 

The same rules will apply as for union 
contracts giving living-cost pay raises for 
factory employes. Odds f. or continuance 
of these plans. 

If there is no fixed plan for cost-of- 
living raises, can adjustments be worked 
out later? 

Government aproval of cost-of-living 
contracts would mean that other em- 
ployers, who lacked such agreements 
probably would be able to get approval 
for pay raises meeting the same general 
standards as the contract clauses. 

What agency will handle salary sta- 
bilization? 

The Economic Stabilization Agency is 
to enforce the rules on salaries, wages 
and prices. In the last war, controls over 
salaries above $5,000 a year were handled 
by the Bureau of Internal Revenue, but 
the Defense Production Act this time re- 
quires that enforcement be left in an 
independent stabilization agency. 
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We’ve Been Asked: 





ABOUT PRICE-CONTROL RULES 


What, exactly, have price controllers 
done? 
They have ordered what amounts to a 
voluntarv freeze on prices. Businessmen 
are told that any price increase after 
December | is suspect. A threat, in effect, 
has been issued that a roll-back of prices 
earlier, may 


to December 1, or even 


later be ordered. 


How can Government keep tab on 
price rises? 

Companies and individual sellers were 
told, in a presidential executive order 
issued last September 9, to keep records 
of prices and costs of items that they sold 
during the period of May 24 to June 24, 
1950. By referring to these records, it 
would be easy to show price rises. In 
addition, many big companies have just 
been asked by the Economic Stabilization 
Agency to report any contemplated price 
increase, giving at least seven days’ 
notice before the raise occurs. 


Is a price roll-back probable? 
A roll-back has been ordered on some 
automobile prices. Power does exist to 
order roll-backs on other prices. A lower- 
ing of the prices of some raw materials 
has been hinted, when a formal freeze 
comes. But odds are against any general 
effort to order prices back to levels prior 
to the voluntary freeze. 
What then of prices raised since 
December 1? 
For the most part, they probably will 
stand. But there is a chance that an at- 
tempt will be made to roll back any sub- 
stantial price rises since December 1. 
The controllers have threatened to do 
just that. But their enforcement staff is 
still very small. 


Is there a formula for pricing? 

Yes. The formula that is emerging is one 
tied to profits. In broad terms, the com- 
pany base for pricing will be regarded as 
a base that yields profits before taxes no 
larger than the average of profits in the 
four-year period of 1946 through 1949. 
If profits are above that average, then 
price controllers will hold that any price 
rise is unjustified. If the price level does 
not yield such a profit. then a request for a 
price increase probably will be considered, 
after compulsory control is established. 


But what if lower profits are threat- 
ened, though not actually shown 
by an operating statement? 

No relief is likely, if the lower profits 

have not actually developed. ESA will 

not be influenced by what might happen. 





Formula for Freeze 

© Businessmen now are operating 
under voluntary price control. 

e Next will come compulsory con- 
trol with real power of enforce- 
ment, 

Many present prices will escape 
roll-backs. 

© Both wages and salaries are to be 
regulated. 











The measuring rod will be in what actu. 
ally has happened or is happening. Price 
raises will not be allowed on the basis 
of what is expected to happen later in 
regard to costs. 


What if there is no profit? 

The formula then will usually permit a 
level of prices to assure a profit. Just how 
much profit is not indicated. But price 
controllers insist that they do not intend 
to fix prices at levels that will put estab- 
lished companies out of business. 


Suppose a firm is making a profit but 
losing on one item produced? 
There’s another formula to take care of 
a situation of that kind. Where a com- 
pany is producing an item at a loss, it 
can raise the price to cover the increases 
in material costs and wages since June 
24 or raise it high enough to bring a 

profit, whichever figure is lower. 


Is provision made for hardship cases 
where a company’s business was 
poor during the base period? 

The voluntary freeze does not offer 

special treatment for such a company 

But ESA officials are planning to give 

some relief to a company suffering a 


hardship of this kind. The compulsory | 


freeze order will provide special treat- 
ment for hardship cases. Special treat- 
ment also will be given to companies 
that have had abnormal growth in the 
last part of the base period. 


Where will a business stand if started 
in 1950, with no base-period ex- 
perience? 

Here, too, some special treatment must 

be provided in figuring price levels. The 

voluntary freeze made no provision fo 
relief in such cases. 


Can a company get higher profits on 

the basis of expanded operations? 
Yes, that is permitted. ESA officials sa\ 
that they do not plan to control profits 
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that result from increased volume of busi- 
ness or economies in operations. 


What about retail prices? 

Margins of retailers, as well as of whole- 
salers, may not be increased, under the 
voluntary freeze, above the June, 1950, 
level, if profits are at the 1946-49 level. 
ESA officials also say that distributors of 
goods may not take replacement costs 
into account in pricing goods. Mark-ups 
are supposed to be added only to the 
actual cost of goods on hand. 


Are farm products covered by the 
voluntary freeze? 
For the most part, no. Under law, ceilings 
on prices of farm commodities cannot be 
fixed at levels. below parity. Most farm 
prices are now below parity. Thus, no 
widespread roll-back of food prices is ex- 
pected. 
Are services as well as goods 
covered? 
Yes. The present voluntary program ap- 
plies to services. Thus, control involves 
such businesses as barber shops, laun- 
dries, dry cleaners and shoeshine stands. 
Can approval be gotten from the 
Government to raise prices now? 
There are no provisions for the Govern- 
ment to approve price raises under the 
voluntary program. But where prices ac- 
tually have been ordered frozen, as in 
the automobile industry, approval can be 
sought to increase prices. Also, when 
compulsory control is extended to other 
industries, price increases can be re- 


quested from ESA. 


How will price increases be obtained? 
The ESA office already has issued a regu- 
lation outlining procedure to be followed 
in asking for price adjustments. Provision 
also is made for making official protests. 


ls there to be a freeze on wages, too? 
Yes, that’s coming. The law requires 
that, where there are compulsory ceilings 
on prices in an industry, there also must 
be ceilings on wages in that induftry. 
36.) The present voluntary 
freeze on prices does not call for a simul- 
taneous freeze of wages. But, when price 
control moves over into the compulsory 
field, the Government has no choice but 
to place ceilings on wages. 


See page 


Does that mean ceilings on salaries 
at the same time? 
It does. Salaries are to go under control 
t the same time as wages, But, in both 
cases, provisions will be made for an 
employer to raise the pay of his workers 
under certain conditions. But he usually 
will have to get Government approval 
before increasing salaries and wages. 
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(IT WILL BENEFIT A LOT OF FOLKS! 


WHAT IS [T 2 


(] T-V color tube C] drinking fountain 


heat-therapy lamp 





ITS HIGH POLISH came from another 
abrasive operation. Such products as 


ITS HIGH QUALITY METAL, in billet 
form, had surface imperfections re- 
moved by grinding wheels. Metal prod- 
ucts of every type are made from bil- 
lets ground by high-speed, fast-cutting 
wheels of Norton Alundum abrasive. 


table knives, laboratory instruments, 
telescope lenses and marble monu- 
ments are also polished with Norton Al- 
undum or Norton Crystolon abrasives. 


WERE YOU RIGHT? It’s a drinking fountain. But as far as Norton is 
concerned, it could easily have been either of the other two. Because 
wherever there’s grinding, cutting, polishing or any of countless other 
operations to be done, Norton — as the world’s largest manufacturers of 
abrasives and abrasive products — is very much in the picture. 


a ae * - " sess eoeRe 


| WNORTONF 


TRADE MARK REG. U.S. PAT. OFF 


aking better products to make other products better ‘ 


monet ABR Re ME appa 4c ee 








} ABRASIVES » GRINDING WHEELS v} OILSTONES § i ABRASIVE PAPER & CLOTH | 
° ~ Zz he: | 


Eifel cnsnvine & LAPPING wicnines Fepa scune macnnes BE NON-SLIP FLOORING £ 

—— << ec F 

REFRACTORIES — By CERAMIC SURFACE PLATES = BORON CARBIDE PRODUCTS . 
a 

NORTON COMPANY, WORCESTER 6, MASSACHUSETTS 


1S A DIVISION OF NORTON COMPANY 





BEHR-MANNING, TROY, N.Y 








yp PLUs 


A sharp upturn in prices has greeted 
the Government as it launches its new 
program of voluntary and mandatory 
price controls. 

Sensitive-commodity prices climbed to 
a record high of 364 on the BLS index 
on December 19, the day the Govern- 
ment issued its standards for voluntary 
price control and the third day after 
it issued its first price ceiling, freezing 
new auto prices. 

Imported raw materials, their foreign 
prices beyond reach of U.S. price con- 
trollers, rose sharply between Decem- 
ber 15 and 20. Wool was up 7 cents 
per pound; tin, 4; 3. Under 





rubber, 3. 
rigid price controls over finished goods, 
such increases will squeeze business 
profits. 

Foodstuffs, many of them exempt from 
control until they are higher than now, 
scored some large gains. Wheat was 
up 5 cents per bushel; corn, 4. Hogs 
rose $1.50 per 100 pounds; steers, 75 
cents. 

Wholesale prices reached 174.7 on the 
BLS index in the week ended De- 
cember 19, the 10th straight increase, 
putting the index 12 per cent above 
June. 

A roll-back of price increases made by 
business after December | was threat- 
ened by the Government on Decem- 
ber 19. In the week ended December 
19, industrial goods rose 0.5 per cent 
and were 1.2 per cent above Decem- 
ber 5. A long list of products went up 
in price from December 1 to 19. 

The cost of living set another record 
high on November 15, mounting 0.5 
per cent in a month to a level 3.2 per 
cent above June 15. From November 
15 to December 1, food prices jumped 


& MINUS 
Latest Indicators of Business Activity 





2 per cent, the largest gain since start 
of the Korean war. 

Sharpest gains in living costs since June, 
however, have been in items other than 
food. Housefurnishings are up 9.2 per 
cent; apparel, 5.4; fuel, electricity and 
power, 3:5; miscellaneous items, 3.3. 
Rent is up 1.2. 

Wages have outstripped the 3.2 pei 
cent gain in living costs since June. 
Average earnings in manufacturing 


Profits and Dividends 
Per Share of Common Stock 


(Average of 125 Industrials 























Source: Moody’s Investors Service 
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advanced to $1.51 per hour, $62.06 
per week in November, record highs. 
Since June 15, hourly earnings have 
goue up 3.9 per cent; weekly, 5.7. 

A squeeze on manufacturers’ profits is 
threatened if the Government freezes 
all prices and, under the new stand- 
ards, allows prices to rise cnly when 





profits before taxes fall below the 
1946-49 average. In that case, with 
prices frozen, the amount of squeeze 
will depend upon how well wage, raw. 
material and overhead costs can be 
controlled, how severe taxes are and 
how far unit sales can be increased. 
In World War II, business lifted sales 
far above 1940, adding to profits jp 
spite of lower margins. At this time. 
however, a sharp cut in margins js 
likely tc send profits down from thei 
present record levels. 

Relief from a profit squeeze, if the new 
standards are made to stick under 
mandatory controls over all prices, ap. 
parently will not come until profits 
before taxes have fallen drastically, 
Large manufacturers, on the average, 
would have to see half of their current 
profits waste away before they could 
get a price increase on any product 
still selling above cost. Auto and parts 
producers would have to wait until 





two thirds of profits have been eroded. 
The machinery, chemicals and metals 
industries would have to lose half of 
current profits; foods and petroleum 
refining, a third. 

Investors, so far, are not taking the 
threat of a profit squeeze seriously. 
Stock prices, rising after auto prices 
were controlled, held their gains just 
after the voluntary pricing formula 
was issued. Support to stock prices 
as the top chart shows, is being pro- 
vided by a spectacular rise in profits 
and dividends per share. 

Price-control rules under a 
freeze would probably be relaxed as 
wages, food costs and raw materials 
prices prove hard to control. Prices 
evidently are still headed upward. 
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Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


You now can get a somewhat clearer idea of the state of U.S. mobilization. 

Charles E. Wilson, mobilization chief, makes these observations..... 

Arms output in 1951 can be from 50 to 100 per cent greater than in first 
year after Pearl Harbor. Industry's shift to war work can be quite rapid. 

Radar equipment can be made rapidly in radio-television plants. It's not 
a_complete disadvantage that Russia got radar while U.S. got television. 

Plant dispersion during and after World War II strengthens U.S. industry. 
It adds to security and eases the problem of finding and housing war workers. 

Size of war production job ahead still is not known in precise detail. 

Mobilization setup in Government appears to be well ahead of last time. 

These observations were given to a congressional "watchdog" committee. 
They indicate that civilian industry is going to have to make lots of room for 
defense work. There isn't any other choice. Plants are running full tilt. 




















From Alan Valentine, Economic Stabilizer, comes this information..... 

Wage stabilization is to follow price control as fast as possible. 

Wage plan for auto workers is coming up. Wages are stabilized to March. 

Auto-price freeze was ordered because: (1) Something had to be done about 
price trends; (2) auto prices are important; (3) auto profits are large. 

Steel-price rise was not protested because: (1) ESA was not prepared at the 
time to act, and (2) it was known steel industry would absorb some costs. 

Price action is contemplated on meat, crude oil, and on scrap metals. 

ESA is prepared to move just as fast as "economic necessity” and "our own 
capacities" make it possible. For the period just ahead, selective price-wage 
controls are indicated in areas that need control and probably can be handled. 

















Voluntary price freeze, asked by ESA, seems to be getting compliance. 

Refrigerator-price rise, posted by Crosley, has been withdrawn. 

Farm-machinery price boost of International Harvester also is canceled. 

Auto companies finally accepted the ESA order to rescind price rises. 

All these industries still claim that higher wage and material costs call 
for higher prices. Harvester says the price cancellation will cost about 36 
million dollars in profits, based on estimated 1951 sales. Indicated ESA advice 
is to look at the past, not ahead, and, if you get hurt, then appeal for relief. 














Wage-price problems are going to be difficult to solve in this period. 

Wages are being tied more and more to living costs, and union contracts 
often call for annual*"improvement" increases. These escalator clauses promise 
to keep wages rising. Railroads approve them under a White House settlement. 

Prices obviously are going to be hard to control if wages keep rising. 

Production is another problem with prices. Oil industry argues to ESA that 
the 25-cent advance in crude prices is justified by demand; that prices must 
rise enough to bring high-cost wells into operation. In the last war “he Gov- 
ernment solved this problem by subsidizing the high-cost producers. 

Import prices are another problem and this country imports a long list of 
necessities--tin, rubber, copper, wool, cobalt, tungsten, nickel, bauxite. In 
this war, a world-wide Combined Materials Board is yet to be established. 
Control of shipping seems necessary to control imports. 

From the looks of things, the price controllers have their work cut out. 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Government purchase of all basic raw materials, particularly imports, is 
now getting consideration. So says Jess Larson, head of the General Services 
Administration, the Government's purchasing agent. That would be one way to 
control industrial costs and prices. The plan is not yet a sure thing, though. 


Action also is being speeded up by the National Production Authority. 

Tin joins the list of metals that are to be cut back for civilian use. 
Tin cut of 20 per cent goes into effect in February. No user may use ingot tin 
when tin scrap can substitute. Tin inventories also are controlled. 

Copper conversion is banned for scrap as well as new metal. Conversions 
are deals in which a user gets the metal, hires a processor to fabricate it. 

Steel cuts are to hurt in February. Iron Age, industry journal, predicts 
cut of 50 per cent from October. Steel is being allocated by the mills. 

Also ahead are cuts in the civilian supply of aluminum, nickel, copper, 
zinc, cobalt and other metals. Producers of metal goods appear likely to find 
it hard to get their usual metals and just as hard to find substitutes. 








Other controls also are in the works at NPA headquarters. 
Metal-cutting tool makers are told to find a substitute for tungsten. That 
metal is rising on the scarcity list. Molybdenum is cited as a replacement. 
Electric-fuse demand has jumped 50 per cent since July, so NPA is told by 
manufacturers that they need more copper and zinc to hit production targets. 
Replacement-parts manufacturers for the auto industry protest against the 
metal cutbacks coming up. They want to keep Supplies of aluminum and copper. 
Cotton carded-yarn industry is prepared to accept a plan to spread defense 
orders equally among plants. The product is used for sweaters and hosiery, 
and also for machine-gun belts, cartridge belts, wire insulation. 
Color-television ban is suggested to NPA by wholesale dealers in sets. 
They argue that a ban on color-set output would conserve scarce materials. 
Interior Department gets the job as claimant agency for mining industry and 
for the power industry. It will seek material allotments for equipment. 
These are typical examples of the control agency's problems. It looks as 
though one of Mr. Wilson's first tasks will be to install a complete industry 
rationing program--a Controlled Materials plan--and in a hurry. 
































The Wilson appointment does promise to ease the problem of finding a staff 
for defense agencies. His two top aides are Gen. Lucius Clay; onetime U.S. 
commander in Germany, and Sidney Weinberg, New York investment banker. General 
Clay was Deputy Director for War Programs in World War II. Mr. Weinberg was a 
War Production Board vice chairman. Both recruited top men in the last war. 


Business activity, meanwhile, continues to level off, not dip or rise. 
Industrial production for December is indicated at 213 per cent of 1935-39 
average, compared with 214 in November and 215 in October. Output took a jump 
of a third from July to October, but now seems to be quite near capacity. 
Output trend in the three months ahead suggests a dip for autos, lumber, 
building materials, furniture, household equipment, radio-television sets. A 
rise is expected in aircraft, railway equipment, heavy machinery, chemicals. 
Retail trade in hard goods may keep relatively high in period just ahead. 
Inventories of retailers and wholesalers are large. On outlook, see page 34. 
On the whole, business activity probably will remain near present levels 
through March. By then, defense orders probably will be placed in large volume 
and activity will begin to rise. Rising trend then will continue through 195l. 

















Weather outlook to mid-January suggests below-normal temperatures from the 
Appalachians to the Rockies and from the Gulf to the Canadian border. Usual 
winter weather is expected on the Atlantic Coast, above normal in the West. 

Heavy precipitation is probable on the East Coast and in northern California. 
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Business taxes, going up now, 
may go up again in 1951. 

New excess-profits tax is fairly 
mild, but there’s no promise that 
it will stay mild. 

As it is, thousands of compa- 
nies face higher taxes. This in- 
crease dates back to cover half of 
1950 profits, will hit all of 1951 
profits. 

Relief provisions will provide 
an out for some companies. 


Excess-profits tax, in final form, is 
not to hit business nearly as hard as 
the World War II tax. 

Earnings that are considered “normal,” 
and therefore exempt from the excess- 
profits tax, are a good bit higher this 
time for most companies. Excess-profits 
tax rates are lower. Relief provisions 
are more generous. Many of the smallest 
companies and some big ones will get 
outright exemption from the new excess- 
profits tax. 

There is a hitch, however. Once an 
excess-profits tax is on the books, it is a 
simple matter for Congress to jack up the 
rates, cut back on the exemptions and 
tighten relief provisions. That could hap- 
pen in 1951. 

Already, some who have most to do 
with shaping tax policy are talking of still 
higher taxes—on businesses as well as on 


WHAT NEW TAX DOES TO PROFITS 





Many Firms Face Smaller Net Earnings 


individuals. There have been hints of 
such tax increases from Treasury Secre- 
tary John W. Snyder, from Senator Wal- 
ter F. George (Dem.), of Georgia, from 
Senator Eugene D. Millikin (Dem.), of 
Colorado, and many others. 

Businessmen, therefore. should not as- 
sume that the bill about to become law 
will be the last of the corporate tax in- 
creases in this emergency period 

For the period immediately ahead, 
however, the law will be fairly mild, as 
excess-profits laws go. Businessmen need 
to understand the quirks of that law. 
Some will find provisions that, if used 
just right, will let their companies off 
with light excess-profits taxes or none at 
all. Others face a substantial cut in their 
after-tax earnings. 

The tax system itself is patterned 
closely after that of World War II. 

Excess-profits tax, as in World War 
II, applies only to earnings above what is 
considered “normal.” Each company gets 
a “tax credit,” which is supposed to re- 
flect its normal profit. 

Tax credit can be figured by either 
of two methods, whichever the company 
itself chooses: 
First, on the basis of the com- 
pany’s average earnings in a base 
period. 
Second, on the basis of its re- 
turn on invested capital. 
Average-earnings credit, where this 
method is used, is 85 per cent of the 
firm’s average profits in its best three years 
during the period 1946 through 1949. 

For most companies, this is more gen- 





erous than the average-earnings credit 
that applied in World War II. At that 
time, a company was given a credit equal 
to 95 per cent of average earnings dur- 
ing the period 1936-39. That was a 
period of relatively low profits, which 
meant small credits. Furthermore, the 
rule was to use all four vears in figuring 
the credit. 
Invested-capital credit is on a sliding 
scale, as follows: 
On the first 5 million dollars of 
capital, 12 per cent. 
On the next 5 million, 10 per cent. 
On all over 10 million, 8 per cent. 
This, again, is better than under the 
old law. The credit then was 8 per cent 
on the first 5 million dollars, 6 per cent 
on the next 5 million, and 5 per cent on 
all over 10 million 
Minimum credit, whether figured on 
the basis of average earnings or invested 
capital, is set at $25,000. This means 
that any company earning less than that 
will have no excess-profits tax to pay. 
Under the old law, every company was 
given a specific exemption of $10,000 
over and above the amount of its credit 
but no minimum credit was provided. 
Tax rate on excess profits, for a full 
year, will be 30 per cent. That’s in 
addition to the regular tax rate on cor- 
porate earnings. World War II tax, fig- 
ured on a different basis, was. stiffer 
than that. 
Regular tax rate, on profit above 
$25,000, goes up trom 45 to 47 per cent. 
Ceiling on the effective rate—regular 
and excess-profits tax combined—is 62 


-Harris & Ewing 
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Things can get tougher still 
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per cent. World War II ceiling, allowing 
for the postwar refund, was 72 per cent. 

Effective date of the new tax system 
is July 1, 1950. 

Increase in the regular rate applies to 
corporate tax years beginning on or after 
that date. 

In 1950, companies that keep books 
on a calendar-year basis must apply the 
excess-profits tax to the full year’s earn- 
ings, but, as the system works out, the 
tax on 1950 profits will be at only half 
the rate, or 15 per cent. Fiscal-year 
companies will have to adjust the 1950 
tax according to how much of their years 
fell before July 1 and how much after 
that date. 

In 1951, 
effect. 

These are the mechanics of the excess- 
profits tax. Though easier than in World 
War II, the new tax will mean that the 
typical coampath) with substantial earn- 
ings will face a rise in effective rates. 
Even those whose earnings show no in- 
crease at all over the base period will 
have some excess-profits tax to pay, be- 
cause the credit is placed at only 85 per 
cent of the base-period average. In other 
words, Congress went on the assumption, 
in writing the law, that profits during 
the postwar period 1946-49 were some- 
what excessive. 

The new law represents the second 
corporate tax increase voted by Congress 
since war broke out in Korea. The regu- 
lar corporate rate was raised by a bill 
that became law in September. That 
rate increase, like the new one, was made 
retroactive to cover half of 1950 profits. 

Relief provisions must be examined 
to get any real measure of the eftect ot 
the excess-profits tax. These provisions 


the new tax will be in full 


will be subject to Treasury interpretations. 
Many companies in World War II, try- 
ing to take advantage of such provisions, 
ran into trouble with the Treasury. Still, 
the general areas where relief will be 
available this time are fairly clear. 

New companies, those started since 
the beginning of 1946, will be entitled to 
a credit equal to the entire industry’s 
average rate of return on assets during the 
base period. The Treasury will publish 
profit data, industry by industry, to make 
this calculation possible. 

Major new products or services in- 
troduced during the base period will 
qualify a corporation for the same relief 
provision that is offered to new com- 
panies. This provision, however, is highly 
restrictive. It is only when the new prod- 
uct represents one of the company’s prin- 
cipal lines that the formula can be used. 

Rapidly growing companies come in 
for a complicated set of special provi- 
A corporation that qualifies under 
the “growth formula” will be permitted 
to use recent earnings, instead of going 
all the wav back to 1946, in figuring its 
tax credit. 

In most cases. big companies—those 
with assets above 20 million dollars as of 
Jan. 1, 1946—are disqualified under this 
formula. 

Also, a company is disqualified unless 
it can show that its pay-roll outlays in 
the last two years of the base period 
were more than 30 per cent above those 
of the first two, or else that its gross re- 
ceipts increased by more than 50 per 
cent in the same period. 

Hardship during the base period, 
too, will be considered. If a company’s 
earnings at that time were abnormally 
low, the law will permit a tax credit 


sions. 


es 


based on the whole industry’s rate of j. 
turn in the base period. Here, howeye, 
the Treasury will have to decide why 
constitutes an “abnormality.” 
Additions to capital entitle a con. 
pany to a larger average-earnings credit 
A company can increase its credit 
reflect half of 1948 additions to capit, 
and all of 1949 or subsequent addition; 
On these investments, a return of 12 pe 
cent is allowed. Thinking in Congress wa 
that recent capital additions deserve; 
special treatment, since they would }p 
reflected only partly, if at all, in averag: 
earnings during the base period. . 
Deficit years during the base perio 
can be figured at zero in determinin: 
average profits for that period. 
Other relief sections wil! have th: 
effect of reducing or eliminating the ey 


cess-profits tax on particular industrie 
or products. 
Public utilities, in general, will no 


be subject to the excess-profits tax unles 
they earn, after regular corporate taxes 
more than 6 per cent on their invested 
capital. 

Mining companies are exempt on the 
profits they earn from domestic produc. 
tion of minerals that are defined as “stra 
tegic.” In the future, without anv furthe 
action by Congress, the Government cai 
add other minerals to the exempt list. 

Coal mines, iron mines and timbe 
property will be exempt on a portion o 
any profit growing out of increased pro- 
duction. 

All in all, the excess-profits tax, a 
it now stands, is relatively mild, both a 
rates and on relief provisions. But there 
is no promise that it will stay that way 
There will be demands for stiffer bus: 


ness taxes in 1951. 











? > 


ig 
f 


























44 


—Bruce Russell in the Los Angeles Times 


‘HERE WE GO UP GOING DOWN’ 


World War Il pattern, but milder 


‘GUESSING HIS TAX WEIGHT’ 


Alexander in the Philadelphia Evening B 
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HONG KONG @ TOKYO @ WASHINGTON 
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> Economic blockade against Communist China has some large loopholes in it. 


Biggest loophole will be British trade with China. British and Empire ex- 
porters are not ready to give up their lucrative trade through Hong Kong. 


Smuggling trade be- 





Smuggling is a time-honored tradition in the Orient. 
tween China and Southeast Asia, the Philippines, Japan will be hard to stop. 
Japan, especially, needs Chinese materials badly. Japanese already are 

presSing U.S. occupation officials hard for answers to their supply problems. 
Japanese pressure, thus, will be for loosening trade restrictions with China. 
Even U.S. export curbs against China, stiff as they seem, could be loosened 


Loopholes could be made. Stiff curbs are 





readily, if the occasion warranted. 
a bargaining point, as well as a way of keeping supplies from China. 


>> Communist China recently has been getting very little from the U.S...... 

Chinese imports from the U.S. have been in a steep decline since early in 
1949. That's when Washington started withholding export licenses on strategic 
U.S. export controls were widened when the Communists took over the whole 
mainland of China. Controls were tightened further several times in 1950. 

Results are shown in these over-all figures of U.S. exports to China: 

In 1948, they came to 273 million dollars. 

In 1949, they dropped to 82 million. 

In 1950, through September, they fell further to 34 million. 

Raw cotton, a nonstrategic item, made up more than 80 per cent of U.S. ex- 
Even that was stopped when cotton became scarce. 





goods. 








ports to China during 1950. 
Since January, 1950, no aviation or automotive fuel, no pig iron, no steel 

rails, no rolling stock, no tractors, no ferroalloys have gone from U.S. to China. 

Shipments of almost all kinds of machinery and chemicals were stopped, too. 


>> Interest is aroused in certain other items that were shipped to China. 
Scrap rubber, tin-waste products, steel-reject items, mineral oil have gone 
tc China from the U.S. in the last 12 months or so. Such products were regarded 
as nonstrategic and moved in such small volume as to help the Chinese little. 
All such products are now brought under the new U.S. export controls. 
Japanese copper--a small tonnage--reached China early in 1950 after being 
This was a violation of export controls. All 








transSshipped through the U.S. 
Such transshipments are now barred. 


In short, Communist China has gotten little of strategic worth from U.S. 


>> But China has been able to tap other traditional sources of supply. 
Natural rubber in fairly large quantity has been coming in through Hong 





(over) 
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BUSINESS AROUND THE WORLD-- (Continued) N 


Kong. This rubber is from British Malaya. 

Steel products, copper and brass products, tires, much machinery moved 
during 1950 from Britain to both Hong Kong and Chinese ports. 

Hong Kong, a British colony, is the big transshipping point for Western iV 
trade with China. U.S. ban on exports to Hong Kong will seriously crimp that 
city's economic life. Hong Kong has been importing more from the U.S. than from 








civ! 











t 
Britain. But the British intend to keep on trading with China through Hong ree 
Kong. Fewer strategic materials probably will move, though. 4 

Hong Kong will be affected, too, by the Communist Chinese ban on their own Th 

exports to the U.S. and Japan. Many such exports moved through that port. bu: 
hi 
>> The U.S. won't be hurt much by this export ban of the Chinese..... 

Chief American imports from China have been tungsten, tin, antimony, hog 
bristles and tung oil. Of these, Chinese tungsten is the hardest to replace. 
China has been a main source of tungsten for the U.S. Sales to Americans have dia 
dried up since summer, as a result of Russian preclusive buying in China. U.S. : 
buying has had to concentrate more heavily in other tungsten-producing areas, vid 
such as Spain, Portugal, Latin America and Africa. yo 

>> Japan will be hard hit by disruption of trade with China..... 

Japan now will have to turn to the U.S. for more help. Japanese have been 
buying coking coal, iron ore, salt, Soybeans, peanuts, tung oil from China. Now pos 
coal, iron ore, salt and soybeans must be sought in the U.S. ing 

It's not economical to haul such things all the way across the Pacific. 

Japanese will be hoping that some sort of trade arrangement can be made wit 
with China. The Chinese form a huge potential market for Japanese goods. 

do 


>> U.S. ports are bursting at the seams with record imports. Customs offi- 

cials can't keep up with the enormous flow of incoming goods. 
U.S. imports are seasonally high at this time of the year anyway. And 

heavy buying of strategic materials is adding greatly to the load. = 
The way things look now, U.S. imports for 1950 will total around 9 billion tio 

dollars. This won't be too far from balancing exports of about 10 billion. Tre 
In 1949, exports ran 5.5 billions larger than imports. oe 
On a cash basis, ignoring exports paid for by American aid, the U.S. will 




















run well in the red on its foreign trade for 1950. 
Big gainers from U.S. buying have been in Latin America, Asia and Africa. the 
High prices of raw materials and good volume have lined pockets with dollars. sal 
But Western Europe, too, has done well. Western European sales to the U.S. ~ 
this autumn have been double what they were a year before. no’ 
U.S. buying, U.S. aid and the decline in U.S. exports have combined to add a 
Somewhere around 3 billions to foreign holdings of gold and dollars since the 
wave of currency devaluations in the autumn of 1949. 
>> Many of the countries adding to their reserves are very anxious to put their yo 
newly won dollars to use. They fear shortages of things they must import. set 
So you find a long list of countries easing their import restrictions against ” 
dollar goods. Mexico, Canada, Chile, Peru, Brazil, Uruguay, India, South Africa 
are in this group. Argentina and New Zealand may soon join them. These coun- cot 
tries are racing to beat shortages and stiffening U.S. export controls. Re 
DE 


46 U.S. NEWS & WORLD REPORT 








DRT 





News-Lines 





What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CAN sometimes get more 

aluminum for use in manufacturing 
civilian goods than was called for in the 
cutback order of the National Production 
Authority. NPA establishes an adjust- 
ment formula on the nondefense use of 
aluminum in the first quarter of 1951. 
The formula is intended to help new 
businesses and others who find that the 
January-June, 1950, base period works a 
hardship on them. 


* * * 


YOU CAN, as a steel producer, be 

required to sell to your regular Cana- 
dian customers a percentage of your out- 
put after your U.S. defense orders are 
filled. An order is issued by NPA to pro- 
vide some steel] to Canadian warehouses 
and also to supply steel for 11,000 new 
Canadian freight cars. 


* * * 


YOU CAN be required to treat as 

ordinary income, for income tax pur- 
poses, your gain from the sale of grow- 
ing wheat on a farm that you sell, even 
though your State laws allow such a crop 
to be considered as real estate when sold 
with a farm. The U.S. Tax Court holds 
in one case that wheat sold with a farm 
is not a capital asset, and a capital gain 
does not result from its sale. 


* * * 


YOU CAN take a credit on your 

U.S. income tax return for a tax that 
you pay to the Venezuelan Government 
on income from royalties and from opera- 
tion of mines in that country. The U.S. 
Treasury issues a statement authorizing 
this tax credit. 


* * * 


YOU CAN, according to a recent 

court decision, avoid complying with 
the fair-trade laws of your State on 
sales that you make to out-of-State cus- 
tomers. A federal circuit court of appeals 
rules that Pennsylvania’s fair trade law is 
not applicable to sales by a Pennsylvania 
mail-order house to purchasers in other 
States. 


* * * 


YOU CANNOT safely threaten to 

end a policy of making small loans to 
your employes, at a time when union 
workers begin an organization drive in 
your plant. The National Labor Rela- 


tions Board finds that one employer inter- 
fered with the organizing rights of his 
workers, under the Taft-Hartley Act, 
when his foremen said that the arrival of 
union organizers would mean an end of 
the informal lending policy. 


6 x * 


YOU CANNOT count on getting 

NLRB to stop a union’s picketing of 
your shipyard even though the picketing 
is aimed at the owner of a ship tied up 
there, and not at vou. The Board decides 
that a seamen’s union did not violate the 
the secondary-boycott provision of the 
Taft-Hartley Act by picketing a shipyard 
at which a ship had docked while hiring 
a crew and taking on supplies. 


* * * 


YOU CANNOT expect to get as 

much fin for civilian use in 1951 as 
in the past. The NPA orders a cutback in 
February and in March that will allow 
processors 80 per cent of the average 
monthly amounts used in the six-month 
base period ending last June 30. In Jan- 
uary, a processor need not cut use of tin 
below his base-period average. 


* * * 


YOU CANNOT, as a rule, ship non- 
perishable commodities in railroad 
refrigerator cars. This order, which pro- 
vides tor a few exceptions, is issued by 
the Interstate Commerce Commission. 


Eg YOU CANNOT sell steel to Cana- 
dian purchasers without getting from 
them a statement of the end use planned 
for the metal. Effective January 1, the 
Canadian Government is requiring im- 
porters in that country to supply Ameri- 
can steel exporters with certificates show- 
ing the use intended for the steel. 
Canadian defense contractors also can 
apply for steel priorities in the U. S. 


* * » 


YOU CANNOT count on exporting 

as much sulphur next year as in the 
past. Export quotas for the commodity 
are announced by the Commerce De- 
partment’s Office of International Trade 
after learning that the demand in 1951 
will exceed the supply. The export 
quotas for the first quarter of 1951 are 
200,000 long tons of crude sulphur and 
7,500 long tons of refined. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U.S. News & Wor Lp 
Report, on written request, will refer interested readers to sources of this basic material. 
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It pays to do 
business in 
New York State! 


If you sell to business, you'll 
find 571,400 separate enter- 
prises in New York State— 
good customers for all kinds 
of supplies and equipment. 
Of these, 59,400 are factories 
—requiring vast quantities 
of raw, semi-processed and 
finished materials. Nowhere 
else are so many business 
customers available in such 
a concentrated area. For 
more facts, bearing on your 
own business, write today to 
N. Y. State Dept. of Com- 
merce, Room175, 112 State 
Street, Albany To Ns ¥. 














Moving 4oon? 


Surely you do not want to miss even one 
copy of this up-to-the-minute-news maga- 
zine. Help us to keep you well-informed 
about the fast-moving news events of the 
world by sending us your change of ad- 
dress at least two weeks prior to the time 
the change is to become effective. And 
please send your old address as well as 
the new address to which this useful news 
magazine should be sent. Help us to serve 
you promptly. 
U. S. News & World Report 


Circulation Department 
435 Parker Ave. 


Dayton 1, Ohio 





PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 
Common Stock Dividend No. 140 








The Board of Directors on December 
13, 1950, declared a cash dividend for 
the fourth quarter of the year of 50 
ce per share upon the Cor ny 's 
Common Capital Stock. This dividend 
will be paid by check on January 15, 
1951, to common stockholders of record 
at the close of business on I mber 
29, 1950. The Transfer Books will not 
be closed. 


E. J. Becxett, Treasurer 


San Francisco, California 
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WHERE SHALL WE LOOK FOR LEADERSHIP? 


BY DAVID LAWRENCE 


UNDREDS OF MILLIONS of people today live in fear. 

Among them, however, are legions of youth who 
are not afraid to die—who are not afraid to give their 
all for a great cause. 

People at every age level, however, are bewildered. 
They need leadership. They look back at World War II 
and feel it has not accomplished its main purpose—to 
emancipate mankind from slavery. Military victory 
was achieved but no peace. 

Humanity is not unwilling to make further sacrifices 
—to finish the job. If military means constitute the 
only way, free peoples will accept that way. 

But millions of persons feel there must be some other 
way besides war. That’s why there is wavering. That’s 
why the “will to fight’ has been dormant in countries 
which made sacrifices before. By some governments, 
unfortunately, this reluctance is misconstrued as a 
readiness of peoples to surrender vital principles—to 
accept the easy way out. 

Such a course does not mean peace except for a brief 
moment in history. War is brought nearer when there 
is a compromise on principle—an appeasement of 
those who are faithless to their pledges and promises. 
To seek to curry favor with them is only to stimulate 
their insolence and encourage further aggression. 

It is time for clear thinking and deliberate planning. 


We must first designate our real enemies. 

Our enemies are not the peoples of Soviet Russia or 
the peoples of the so-called “Iron Curtain” countries. 

Our enemies are not the peoples of China or of North 
Korea or of Siberia. 

What is more important still is that our enemies no 
longer are the people of Germany and the people of 
Japan. 

We need to examine the status of peoples rather than 
the status of governments who claim to represent them. 

Our primary obligation is to humanity—to the in- 
nocent peoples who are the victims of governments that 
seek to exploit peoples and make cannon fodder of their 
youth. 

Once we have the courage to make this differentia- 
tion—to make the case clear to all peoples—the road 
becomes clear. 

The Soviet Government has forfeited its right before 
mankind to represent the Russian people. So has the 
Communist Government of China forfeited its right to 
represent the Chinese people. 

We compromise with truth, we appease, and we bar- 
gain with evil when we try to deal across the table with 


tyrannical and despotic governments which have dems 
onstrated an unwillingness to fulfill international of 
ligations. This is an inescapable truth. However painfy 
to the policymakers, it is the underlying truth on whi¢d 
world policy must be based. 

The record for expulsion of Soviet Russia from th 
United Nations is conclusive. It is idle to say that w 
will thereby be denying ourselves a means of communi 
cation. There is no value in continuing communicatio 
with an enemy of freedom—an aggressor government 

We must have a bold policy that applies first thé 
great instruments of moral force—renunciation of evi 
governments. Until we have shown that we will not com 
promise with truth, that we will not yield to expediency 
or fear but will deal firmly with the source of the infecs 
tion in today’s troubled world, we will be temporizing# 

Let us not be deterred by the cry that to rearm mor 
ally or militarily may offend enemy governments. 
war must come, let us face it as our forebears haveél 
faced it before. 


Above all, let us seek help in the only pla 
where mankind has an abiding faith—in the leadership 
of God. 

Prayers to Almighty God will not avail, however, if 
we are not ready to face truth within ourselves, if we 
are not willing to purge ourselves of the sins of material- 
ism which so often cause us to seek the easy ways of ex- 
pediency rather than to accept the hard ways of duty 
and sacrifice. Prayer is a two-way line of communica- 
tion. We must give ourselves to service if we expect 
guidance in return. 

When we are willing to clean house of evil at home, 
we will be strengthened to resist evil abroad. 

In this Christmas season, we are usually reminded of 
the great teachings of Jesus. We are inclined, however, 
to overlook our own sins and, with self-righteousness,| 
focus on the sins of others. 

As we bow humbly and ask for Divine Guidance, we 
shall find the leadership we seek. Our temporal leaders 
can be inspired to greatness, and we shall follow them 
dutifully. But there must be among allied governments 
and among peoples allied with us a readiness to face 
Truth and to accept Truth. We shall not win by selfish- 
ly withdrawing into our own boundaries and asking for 
protection solely for our own territory while ignoring 
the attacks on free men elsewhere. 

We are our brothers’ keepers—everywhere that man- 
kind calls for human help. For in saving others, we 
shall save not only our bodies but our souls. 
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For Better Railroad Service 





That was 1950 on the Pennsylvania Railroad. A year of great 


progress in getting new cars, new locomotives, new track, increased 


transportation capacity, many other physical improvements. 


To be ready for any transportation demand of industry oe. Or 


defense... has been the goal of our planning and doing. 


NEW FREIGHT CARS... 

In 1950 car builders got from the PRR the biggest freight 
car order in railroad history . . . 20,000 new cars costing 
$114 million. More than 5,000 have been delivered and 
put to work. The rest will be completed in 1951 at the 
rate of more than 1,000 a month. 


People in our own shops completed construction of 6,610 
new freight cars, a $37 million project. 


OTHER FREIGHT CARS MADE NEW 

In January our shops began rebuilding 34,000 freight cars, 
a $65 million project. More than 17,000, good as new, are 
now back in service. The balance will be in service be- 


fore Summer. 


>ASSENGER CARS... 

Including the seven new trains in East-West service, 
the public now has the finest fleet of passenger trains in 
Pennsylvania Railroad history. It includes 386 new cars 
and, of the 382 cars we are modernizing, 195 so far com- 
pleted and returned to service. $75 million is being spent 
on this passenger equipment. It includes all-private-room 
sleeping cars, new overnight coaches, new lounge and 
d‘ning cars. 


NEW LOCOMOTIVES... 

For better transportation service, 254 Diesel-electric loco- 
motives were added to our fleet which now totals 848, 
with 188 still to be delivered. Altogether this locomotive 
program is costing over $209 million. For new facilities 
to keep these locomotives in first class condition more 
than $16 million has been spent. 


TUNNEL ELIMINATIONS... 

In mid-November a spectacular engineering project, 
started in 1949, was completed. It opened the Pennsyl- 
vania’s short route between East, West, South and South- 
west to the biggest box cars and oversize open loads. Four 
tunnels on the Panhandle Division which restricted the 
movement of, and necessitated detouring, big cars and 
loads, have been replaced by open cuts. All shipments 
now go straight through. These tunnel eliminations have 
been a part of our $81 million program for the improve- 
ment of facilities between Pittsburgh and St. Louis. 


ROADBED... 
Thousands of tons of new rail, many miles of roadbed 


improvement and the thousand-and-one little things that 
contribute to better transportation service have been 
included in this program. 


These improvements have involved expenditures of hundreds of millions of 


dollars. All financed without government help or subsidy ... this is getting 


things done the American way. 


PENNSYLVANIA RAILROAD 


Go by Train.. Safety—with Speed and Comfort 








